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SECURITIES ACT OF 1933 
Release No. 5954/August 4, 1978 


REGISTRATION OF OFFERORS OF OIL AND GAS 
INTERESTS 


Withdrawal of Notice of Proposed Rulemaking 


AGENCY: Securities and Exchange Commission. 


ACTION: Withdrawal of notice of proposed rule- 
making. 


SUMMARY: The Commission is withdrawing its pro- 
posed rule amendment which would have required that 
offerings exempt from the registration requirements of 
the Securities Act of 1933 pursuant to regulations con- 
cerning fractional undivided oil and gas interests be 
made only by brokers or dealers registered as such 
pursuant to Section 15 of the Securites Exchange Act 
of 1934. The Commission believes there presently do 
not exist a sufficient number of Regulation B offerings 
involving sales abuses to justify the burdens which 
would result from the adoption of the proposed rule 
amendment. 
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EFFECTIVE DATE: August 4, 1978. 


FOR FURTHER INFORMATION CONTACT: William H. 
Carter (202/376-8090), Office of Disclosure Policy and 
Proceedings, Division of Corporation Finance, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: The Commission 
announced the withdrawal of a proposed amendment 
to Rule 306 under Regulation B under the Securities 
Act of 1933 which would have required interests 
exempt under that regulation to be offered or sold only 
by brokers or dealers registered as such pursuant to 
Section 15 of the Securities Exchange Act of 1934. The 
amendment was originally proposed for comment in 
Securities Act of 1933 Release No. 5660 (December 23, 
1975) [41 FR 10] 


Regulation B provides an exemption from registration 
under the Securities Act of 1933 for public offerings of 
fractional undivided interests in oil and gas rights 
where the initial amount to be raised does not exceed 
$250,000, provided certain conditions are met. 


The proposed amendment would have changed the 
language of paragraph (b) of Rule 306 to read as 
follows: 


No exemption shall be available under 
Regulation B unless the offeror is a broker 
or dealer registered as such pursuant to 
Section 15 of the Securities Exchange Act of 
1934, as amended; provided that the issuer 
need not be a registered broker or dealer if 
all offers and sales of interests created by 
the issuer for purposes of an offering 
pursuant to this Regulation B are made 
exclusively by a registered broker or dealer. 


NOTE: See Rule 300(a)(7) for the definition 
of the term “offeror.” 


The Commission notes that since the time the pro- 
posed amendments were published for comment the 
number of offerings under Regulation B has dropped 
significantly.' Moreover, the complaints and alleged 
abuses which had occurred in connection with this 
type of offering appear to have diminished, based on 
information obtained from the Commission’s Regional 
Offices and from various state securities adminis- 
trators. 





1The Regulation B offerings dropped from 625 offering 
sheets covering aggregate sales of $35.4 million for 
fiscal 1975 to 96 offering sheets covering $7.3 million 
for fiscal 1977. 
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Accordingly, the Commission does not believe that the 
number of Regulation B offerings and the incidence of 
sales abuses of those offerings presently justify the 
regulatory and cost burdens which would result from 
the adoption of the proposed rule amendment. 


If the number of abuses of the exemption under Regu- 
lation B under the Securities Act of 1933 should 
increase at any time in the future the Commission will, 
at that time, consider what action would be 
appropriate, including the possibility of amending Rule 
306 to require all offerors of Regulation B interests to 
be registered as brokers or dealers. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5955/August 4, 1978 


In the Matter of 


RETIREMENT SAVINGS PLAN OF WHITMAN & 
RANSOM 

522 Fifth Avenue 

New York, NY 10036 


(18-11) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 3(a)(2) OF THE SECURITIES ACT OF 1933 
FOR AN ORDER EXEMPTING FROM THE PRO- 
VISIONS OF SECTION 5 OF THE ACT INTERESTS OR 
PARTICIPATIONS ISSUED IN CONNECTION WITH 
THE RETIREMENT SAVINGS PLAN OF WHITMAN & 
RANSOM 


NOTICE IS HEREBY GIVEN that the law firm of 
Whitman & Ransom (“Applicant” or “the Firm” or “the 
Partnership”), has, by letter dated December 19, 1977, 
and enclosures submitted therewith, applied for an 
exemption from the registration requirements of the 
Securities Act of 1933 (the “Act”) for any participations 
or interests issued in connection with its Retirement 
Savings Plan (the “Plan”). All interested persons are 
referred to these documents, which are on file with the 
Commission, for the facts and representations 
contained therein, which are summarized below. 





|. Introduction 


Presently, certain partners, associate attorneys and 
Staff members who are not attorneys participate in the 
Plan. 


Heretofore, contributions under the Plan were made by 
the Firm and voluntarily by the participants on an 
unsolicited basis. Applicant concluded that regis- 
tration of such interests or participations was not 
required under the Act since no “sale”, within the 
meaning of Section 2(3) of the Act, was involved with 
respect to the Firm contributions, and, furthermore, 
transactions involving contributions to the Plan did not 
involve any public offerings. However, since, under 
certain conditions, this reasoning may no longer be 
applicable, Applicant asserts that no further voluntary 
contributions will be accepted unless and until an 
exemption has been granted by the Commission, 
pursuant to Section 3(a)(2) of the Act. Also, the Plan is 
of a type, commonly referred to as a “Keogh” plan, 
which covers persons (in this case the Firm’s partners) 
who are “employees” within the meaning of Section 
401(c)(1) of the Code. Therefore, even though the Plan 
is intended to be qualified under Section 401 of the 
Code, the exemption provided by Section 3(a)(2) of the 
Act is inapplicable to interests in the Plan, absent an 
order of the Commission issued under Section 3(a)(2). 


In relevant part, Section 3(a)(2) provides that the 
Commission, by rules and regulations or order, shall 
exempt from the provisions of Section 5 of the Act any 
interest or participation issued in connection with a 
pension or profit-sharing plan which covers employees 
some or all of whom are employees within the meaning 
of Section 401(c)(1) of the Code, if and to the extent 
that the Commission determines this to be necessary 
or appropriate in the public interest and consistent 
with the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


ll. Description and Administration of the Plan 


Applicant represents that the Plan is qualified under 
Section 401 of the Internal Revenue Code of 1954 
(“Code”). Applicant also represents that the Plan is an 
“employee pension benefit plan” subject to the 
Employees’ Retirement Income Security Act of 1974 
(“ERISA”). 


The Plan provides that all partners and employees of 
the Partnerhip who have attained age twenty-five (25) 
and have been partners or employees of the 
Partnership for one (1) year are eligible to be partici- 
pants and may become such six (6) months after 
becoming eligible or the following April 1, whichever is 
earlier. Eligible persons may decline to participate. 


The Plan is funded through two trusts, and the 
Management Committee of the Firm has the duty and 
authority to appoint and remove trustees and members 
of the Plan Committee. The Plan Committee interprets 
the Plan, administers the Plan in separate accounts for 
each participant and makes decisions with respect to 
distribution of Plan funds within the terms of the Plan. 
Two members of the Firm are the Trustees of Trust A 
and have responsibility for the investment of the trust 
funds upon the instructions of the Plan Committee in 
deposits in savings banks and/or in federal savings 
and loan associations. The United States Trust 
Company of New York is the Trustee of Trust B and has 
responsibility for the investment of trust funds in such 
securities as it may deem proper, including, at its sole 
discretion, keeping such proportion of the trust funds 
in cash for reasonable periods of time. The assets of 
the Trusts may not be commingled with non-Plan 
assets. 


A. Firm Contributions. For each Plan Year the 
Partnership shall contribute an amount equal to seven 
percent (7%) of each Employee participant’s annual 
compensation in excess of the amount on which the 
Partnership is required to pay Social Security tax. Such 
contributions are conditioned upon being tax deduc- 
tible, and, upon failure of the condition, are refundable 
to the Partnership. Contributions to the Plan for a 
participating partner shall be computed in the same 
manner as the contributions on behalf of the 
employees and shall be charged to such participating 
partner. In no event shall any contribution for a partici- 
pating partner exceed $7,500 for any year or be made 
with respect to compensation in excess of $100,000 for 
a Plan Year. No contribution shall be made with 
respect to the aggregate compensation paid to or for 
partners owning more than ten percent (10%) of either 
the capital or profits interest of the Partnership for any 
Plan Year. 


B. Voluntary Personal Contributions. At such times 
as the Plan Committee shall prescribe, each participant 
may make voluntary contributions to the Plan of an 
amount up to ten percent (10%) of his or her aggregate 
compensation for the Plan Year for which the contri- 
bution is made. Voluntary contributions may be with- 
drawn in whole or in part, but only at such times as the 
Plan Committee may prescribe. No part of any such 
withdrawals shall be from income until the full 
principal amount of the voluntary contributions has 
been withdrawn. 


Each contribution is divided between Trust A and Trust 
B in such proportion as the participant designates. 
Trust A funds are deposited by the Trustees in separate 
accounts in either savings banks or in savings and loan 
associations at such available maturity and interest 
rate as the participant may select. Ali contributions 
designated for Trust B are paid to The United States 
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Trust Company of New York, trustee under the Trust 
agreement made July 14, 1975, with the Partnership. 
The Trustee has wide discretion to invest such trust 
funds in securities or other property and without any 
required proportion of debt or equity securities. The 
Plan Committee may, in its sole discretion, appoint an 
investment manager who shall have the sole responsi- 
bility for investment and reinvestment of trust funds, 
but to date it has not done so. 


With certain exceptions, such as correction of a 
mistake of fact, forfeitures, termination of the Plan or 
failure of qualification of the Plan, no part of either 
Trust other than that required for taxes and expenses 
shall be used or diverted to any purpose other than the 
exclusive benefit of participants and their designated 
beneficiaries. In no event may any part of said trust 
funds of either of said Trusts revert to the Partnership. 


lll. Reporting and Disclosure to Plan Participants 


As an “employee pension benefit plan” within the 
meaning of ERISA, Applicant’s Plan is subject to 
reporting and disclosure requirements, as well as 
certain other requirements, thereunder. These include 
the following: (1) a “summary plan description” must 
be distributed to participants, which description is 
required to describe the Plan in “a manner calculated to 
be understood by the average plan participant”; (2) a 
summary annual report must be distributed to each 
participant and to each beneficiary receiving benefits 
under the Plan, which summary must state that the full 
annual report for the Plan is available as described 
telow; (3) Form EBS-1, a six-page form describing 
various provisions of the Plan is required to be filed 
with the Department of Labor and amended within 60 
days after any material changes in the Plan; (4) detailed 
annual reports, including schedules of assets held for 
investment purposes at the end of the year and 
financial statements certified by an independent quali- 
fied public accountant, must be filed with the Depart- 
ment of Labor and th2 Internal Revenue Service; (5) all 
reports and other basic documents relating to the Plan 
are required to be made available at no charge to 
participants for their 1eview, and copies thereof must 
9e supplied at a charg? not in excess of 25 cents per 
page; (6) each participant must be furnished on 
request, but not more ihan once a year, with a state- 
ment of his accrued and vested benefits under the 
Plan: and (7) an “ERISA Notice,” briefly describing to 
participants their rights to information about the Plan 
is required to be distributed. 


Finally, Applicant does not request (and the exemptive 
authority vested in the Commission by Section 3(a)(2) 
does not authorize) any exemption from the provisions 
of Section 17 of the Act, any other applicable anti-fraud 
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provisions contained in the securities laws, or any 
rules adopted pursuant thereto. 


IV. Discussion 


Applicant contends that were the Firm a corporation, 
rather than a partnership, interests or participations 
issued in connection with the Plan would be exempt 
from registration under Section 3(a)(2) of the Act, 
because no person who would be an “employee” within 
the meaning of Section 401(c}(1) of the Code would 
participate in the Plans. Applicant argues that the mere 
fact that it conducts its business as a partnership 
rather than as a corporation should not result in a 
requirement that interests in the plan be registered 
under the Act. 


Applicant also maintains that were the Firm’s partners 
not permitted to participate in the Plan, the interests or 
participations issued in connection with the Plan 
would be exempt under Section 3(a)(2) since no other 
persons covered by the Plan would be “employees” 
within the meaning of Section 401(c)(1) of the Code. 
Applicant argues that there is no valid basis for a 
contrary result merely because the Plan also covers 
partners in the Firm. 


Finally, Applicant argues that the characteristics of the 
Plan are essentially typical of those maintained by 
many single corporate employers and that the legis- 
lative history of the relevant language in Section 3(a)(2) 
of the Act does not suggest any intent on the part of 
Congress that interests issued in connection with 
single-employer Keogh plans necessarily should be 
registered under the Act. Rather, Congress excluded 
interests issued in connection with Keogh plans from 
the Section 3(a)(2) exemption primarily out of concern 
over interests or participations in commingled or 
collective Keogh funds which might be marketed by 
sponsoring financial institutions to self-employed 
persons unsophisticated in the securities field. Appli- 
cant argues that its Plan is distinguishable from such 
funds, and that under the circumstances, granting the 
requested exemption would be appropriate in the 
public interest, consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 29, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement of the nature of his interest, the reasons for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 





= 


Commission, Washington, D.C. 20549. A copy of such 

® request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit or in the case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with 
the request. An order disposing of the matter will be 
issued as of course following August 29, 1978, unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notice or order 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5956/August 10, 1978 


FOREIGN RESTRICTED LIST 


The Commission has received information that 
Empresia Minera Caudalosa de Panama, S.A., a Pana- 
manian corporation has been engaged in offering and 
selling in the United States, by the use of the mails and 
the means and instruments of transportation and 
communication in interstate commerce, instruments 
purporting to be options to buy securities, or instru- 
ments appearing to represent securities. No regis- 
tration statement under the Securities Act of 1933 has 
been filed with the Commission covering any of these 
instruments, so that these offers and sales may be in 
violation of Section 5 of the Securities Act of 1933. 


Accordingly, the Commission has placed Empresia 
Minera Caudalosa de Panama, S.A. on the Foreign 
Restricted List. This is a list of foreign corporations 
and other entities whose securities are being or have 
been offered in the United States in possible violation 
of the registration requirements of Section 5 of the 
Securities Act of 1933. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15032/August 4, 1978 


In the Matter of 


THE AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-AMEX-77-35) 


NOTICE OF FILING OF AMENDMENT TO PROPOSED 
RULE CHANGE BY THE AMERICAN STOCK 
EXCHANGE, INC. AND ORDER APPROVING PRO- 
POSED RULE CHANGE 


On December 1, 1977, the American Stock Exchange, 
Inc. (“Amex”) filed with the Commission pursuant to 
Section 19(b)! of the Securities Exchange Act Amend- 
ments of 1975, and Rule 19b-42 thereunder, copies of a 
proposed rule change. The proposed rule change, 
designated by the Amex as a commentary under .01 to 
its existing Rule 909, provides for the imposition of 
trading restrictions on certain member transactions 
involving the writing of opening uncovered discount 
call options (“discount option transactions”) during 
the pendency of underwritten distributions of 
securities underlying call options traded on the Amex. 
Notice of the proposed rule change was provided in 
Securities Exchange Act Release No. 14286 (December 
19, 1977) and the text of the Proposed Rule was 
published in the Federal Register (43 Fed. Reg. 1413 
(January 9, 1978)). No comments were received on the 
proposed rule change. 


As originally filed, the proposed rule change would 
have imposed trading restrictions on discount option 
transactions at the request of an issuer of securities 
underlying an Amex-traded call option which is 
engaged in a public underwritten distribution of such 
underlying securities (or securities exchangeable for or 
convertible into such underlying securities), or at the 
request of the representative of the underwriters of 
such distribution and would have been in effect for the 
period that the underwriters were engaged in stabiliz- 
ing activities. Pursuant to the proposed rule change, 
the Amex would have retained the discretion to impose 





145 U.S.C. 78s(b). 


217 CFR 240.19b-4. 
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those discount restrictions which, in its judgment, 
were considered appropriate to maintain fair and 
orderly markets in option contracts or the underlying 
securities or to protect investors or the public interest. 
The proposed rule change listed several factors 
(including, among other things, the size of the distri- 
bution and extent of stabilizing activities, the number 
of in-the-money call option series subject to Amex 
options trading and the existence, if any, of put 
options relating to the underlying stocks) which would 
be considered by the Amex in assessing whether to 
approve requests for the imposition of discount 
restrictions. 


On July 14, 1978, the Amex filed an amendment to the 
proposed rule change which eliminates from com- 
mentary .01 the requirement that the issuer or under- 
writer submit a written request that the Amex impose 
restrictions on discount transactions as well as the 
provisions which permit the Amex, in its discretion, to 
impose discount restrictions following a considera- 
tion of several specifically enumerated factors. In ad- 
dition, the amendment adds a new section, designated 
as commentary .02, which defines the term “discount” 
uncovered opening writing transaction. On the basis of 
the proposed rule change, as amended, restrictions on 
discount option transactions would be imposed com- 
mencing at the time the Amex is advised by the issuer 
or underwriter (or the Secretary of the Amex is other- 
wise notified) that the underwriters have initiated 
stabilizing activities in the underlying securities and 
terminating upon the termination of such stabilizing 
activities. 


The text of the proposed rule change, as proposed to 
be amended, is as follows: 


.01 Whenever the issuer of a _ security 
underlying a call option traded on the Ex- 
change is engaged or proposes to engage in 
a public underwritten distribution (“public 
distribution”) of such underlying security or 
securities exchangeable for or convertible 
into such underlying security, then the Ex- 
change shall impose restrictions upon all 
opening writing (sale) transactions in such 
options at a “discount” (as defined below in 
0.2) where the resulting short position will 
be uncovered (“uncovered opening writing 
transactions”) for the period commencing at 
the time the Exchange is advised by such 
issuer or the representative of the under- 
writers for such distribution (“representa- 
tive’) or the Secretary of the Exchange is 
otherwise notified that the underwriters 
have placed or transmitted a stabilizing 
bid for or effected a stabilizing transaction 
in the underlying security on a national 
securities exchange (“stabilizing activities”) 
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in accordance with the Rules under the 
Securities Exchange Act of 1934, as 
amended, (but no earlier than 15 minutes 
after it has been announced on the floor of 
the Exchange) and terminating upon 
termination of such stabilizing activities by 
the underwriters provided that the following 
conditions are met: (1) less than a majority 
of the securities to be publicly distributed in 
such distribution are being sold by existing 
security holders; (2) the representative 
agrees to notify the Exchange upon the 
termination of the underwriters’ stabilizing 
activities; and (3) the underwriters initiate 
Stabilizing activities in such underlying 
security on a national securities exchange 
when the price of such security is either at a 
“minus” or “zero minus” tick. 


0.2 For purposes of .01 above, an un- 
covered opening writing transaction in a call 
option will be deemed to be effected at a 
“discount” when the premium in such trans- 
action is either: 


(i) In the case of a distribution of the 
underlying security not involving the 
issuance of rights and in the case of a dis- 
tribution of securities exchangeable for or 
convertible into the underlying security, 
less than the amount by which the under- 
writers’ stabilization bid for the underlying 
security exceeds the exercise price of such 
option; or 


(ii) In the case of a distribution being 
offered pursuant to rights, less than the 
amount by which the underwriters’ stabiliza- 
tion bid in the underlying security at the 
Subscription Price exceeds the exercise 
price of such option. 


Publication of this release which provides notice of the 
amendment to the proposed rule change is expected to 
be made in the Federal Register during the week of 
August 7, 1978. Interested persons are invited to 
submit written data, views and arguments concerning 
the submission within 30 days from the date of pub- 
lication in the Federal Register. Persons desiring to 
make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-AMEX-77-35. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the Com- 





mission, and of all written communications relating to 
the proposed rule change between the Commission 
and any person, other than those which may be with- 
held from the public in accordance with the provisions 
of 5 U.S.C. §552, will be available for inspection and 
copying at the Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. 


COMMISSION FINDINGS 


The proposed rule change represents an attempt by the 
Amex, in response to requests from certain under- 
writers, to formalize, within the context of a rule inter- 
pretation of general applicability, exchange restric- 
tions which had previously been imposed on a ad hoc 
basis. The proposed rule change is similar to a 
proposed rule change filed by the Chicago Board 
Options Exchange, Incorporated (“CBOE”), which was 
recently approved by the Commission,? relating to the 
CBOE’s imposition of restrictions on discount option 
transaction. 


As discussed more fully in the Commission’s order 
approving the CBOE filing, the Commission believes 
that the imposition of limited restrictions on discount 
option transactions such as those contemplated by the 
proposed rule change represents a reasonable exercise 
of the Amex’s authority to prevent fraudulent and 
manipulative acts and practices. For the foregoing 
reasons, the Commission finds that the proposed rule 
change is consistent with the requirements of the Act 
and the rules and regulations thereunder applicable to 
national securities exchanges and, in particular, the re- 
quirements of Section 64 and the rules and regulations 
thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after the 
date of publication of notice of filing of the amendment 
thereto, in that the amendment does not, in the Com- 
mission’s view, represent a significant substantive 
change to the proposed rule and inasmuch as notice of 
the initial version of the proposed rule change was 
previously published in the Federal Register on 
January 9, 1978, and notice of the amendment thereto 
was previously provided in Securities Exchange Act 
Release No. 14286 (December 19, 1977). In addition, 
the proposed rule change is consistent with a proposed 
change, recently approved by the Commission, relating 





3Securities Exchange Act Release No. 14842 :June 12, 
1978). 


445 U.S.C. 78f. 


to the CBOE’s imposition of restrictions on discount 
option transactions. ' 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change filed 
with the Commission on December 1, 1977, as 
amended on July 14, 1978, be, and it hereby is, 
approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15033/August 4, 1978 


An order has been issued granting the application sub- 
mitted by Daniel Industries, Inc. to withdraw its com- 
mon stock ($2.50 par value) from listing and registra- 
tion on the American Stock Exchange, Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 34-15034/August 7, 1978 


In the Matter of 


PACIFIC CLEARING CORPORATION 
453 South Spring Street 
Los Angeles, California 90013 


(SR-PCC-78-1 and SR-PCC-78-2) 
ORDER APPROVING PROPOSED RULE CHANGES 


On May 17, 1978, and June 16, 1978, respectively, the 
Pacific Clearing Corporation (“PCC”) filed with the 
Commission, pursuant to Section 19(b)(2) of the 
Securities Exchange Act of 1934, 15 U.S.C. 78(s)(b)(2) 
(the “Act”) and Rule 19b-4 thereunder, copies of two 
proposed rule changes. These rule changes authorize 
the clearance and settlement of transactions effected 
on securities exchanges and in the over-the-counter 
market through interregional interfaces between PCC 
and Stock Clearing Corporation of Philadelphia and 
between PCC and Midwest Clearing Corporation. 
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Notice of SR-PCC-78-1 together with its terms of sub- 
stance was given by the Commission on May 30, 1978, 
in Release No. 34-14815, which appeared in the Federal 
Register on June 6, 1978 (43 FR 24639). Notice of 
SR-PCC-78-2 together with its terms of substance was 
given by the Commission on June 22, 1978, in Release 
No. 34-14884, which appeared in the Federal! Register 
on June 29, 1978 (43 FR 28277). The public was invited 
to comment on each submission, but no comment 
letters were received. 


The Commission finds that the proposed rule changes 
are consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to regis- 
tered clearing agencies and, in particular, the require- 
ments of Section 17A and the rules and regulations 
thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned proposed 
rule changes be, and hereby are, approved. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15035/August 7, 1978 


In the Matter of 


MIDWEST STOCK EXCHANGE, INC. 
120 South LaSalle Street 
Chicago, Illinois 60603 


File No. SR-MSE-78-4 


ORDER EXTENDING TIME PERIOD WITHIN WHICH 
THE COMMISSION IS REQUIRED TO ACT ON PRO- 
POSED RULE CHANGE SR-MSE-78-4 


The Midwest Stock Exchange, Incorporated (“MSE”) 
submitted on June 1, 1978, a proposed rule change (the 
“Proposal”) under Section 19(b)(2) of the Securities 
Exchange Act of 1934, as amended (the “Act”), 15 
U.S.C. §78s(b)(2) and Securities Exchange Act Rule 
19b-4 thereunder to amend Rules 7, 8, 9, and 10 under 
Article X of the MSE’s Rules which require MSE 
members to carry Broker’s Blanket Bonds (fidelity 
bonds) covering the member’s officers, employees and 
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partners. 1 The Proposal would (a) decrease the amount 
of coverage required to be carried by members whose 
required net capital is one million dollars or less, (b) 
change the formula for computing the size of the allow- 
able deductible, (c) provide that, in certain cases, the 
amount of the deductible provision is to be counted as 
a charge against the member’s net worth for purposes 
of the MSE’s net capital rule, (d) require that each 
member of the MSE use a form of fidelity bond 
approved by the MSE, (e) require that coverage under 
the bonds be extended to limited partners who act as 
employees as well as certain other enumerated persons 
and, (f) change the method for annually computing the 
requisite amount of coverage so as to possibly lower 
that amount. 


As aresult of its preliminary review of the Proposal, the 
Commission believes additional time is needed to 
evaluate the issued involved which raise a number of 
substantial questions. These issues require further 
consideration before any determination is made to 
approve the rule proposals or to institute proceedings, 
pursuant to Section 19(b)(2) of the Act, to determine 
whether they should be disapproved. 


Accordingly, the Commission, pursuant to Section 
19(b)(2) of the Act, hereby extends to September 27, 
1978 the time period within which the Commission 
must take action on the above-referenced proposed 
rule change. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SETURITIES EXCHANGE ACT OF 1934 
Release No. 15036/August 7, 1978 


In the Matter of 

AMETEX CORPORATION 
7820 Apple Blossom Lane 
Westminster, Colorado 80030 


Admin. Proc. File No. 3-5195 





1 Notice of the Proposal was given by issuance of a 
Commission Release, (Securities Exchange Act 
Release No. 14880 (June 22, 1978)), and by publication 
in the Federal Register, 43 FR 28273 (June 29, 1978). 





FINDINGS AND ORDER OF THE COMMISSION PUR- 
SUANT TO SECTION 12(j) OF THE SECURITIES 
EXCHANGE ACT OF 1934 


These proceedings were instituted under Section 12(j) 
of the Securities Exchange Act of 1934 (the “Exchange 
Act")! to determine whether the registration of the 
common stock of Ametex Corporation (“Registrant”) 
with the Commission pursuant to Section 12(g) of the 
Exchange Act, should be revoked or suspended. Regis- 
trant admitted that certain of its filings were delinquent 
as alleged in the Order for Proceedings, and that one 
additional filing due after the entry of the Order for Pro- 
ceedings was not timely filed and not in proper form 
when filed. Registrant has submitted an Offer of 
Settlement which the Commission has determined to 
accept. 


FINDINGS 


On the basis of the Order for Proceeding and the 
Answer and the Offer of Settlement of the Registrant, it 
is found that the Registrant wilfully violated Section 
13(a) of the Exchange Act and the Rules and Regu- 
lations thereunder by: 


a) failing to file its Annual Report on Form 
10-K for its fiscal year ended January 
31, 1975, due to have been filed by May 
1, 1975 which fiscal year was reported 
in a Form 10-K report delinquently filed 
on May 19, 1977; 


failing to file its Annual Report on Form 
10-K for its fiscal year ended January 
31, 1976, due to be filed by April 30, 





1 Section 12(j) of the Exchange Act states: 


“The Commission is authorized, by order, as it deems 
necessary or appropriate for the protection of investors 
to deny, to suspend the effective date of, to suspend 
for a period not exceeding twelve months, or to revoke 
the registration of a security, if the Commission finds, 
on the record after notice and opportunity for hearing, 
that the issuer of such security has failed to comply 
with any provision of this title or the rules and regu- 
lations thereunder. No member of a national securities 
exchange, broker, or dealer shall make use of the mails 
or any means or instrumentality of interstate 
commerce to effect any transaction in, or to induce the 
purchase or sale of, any security the registration of 
which has been and is suspended or revoked pursuant 
to the preceding sentence.” 


1976 which fiscal year was reported ina 
Form 10-K report delinquently filed on 
May 19, 1977; 


failing to file its Annual Report on Form 
10-K for its fiscal year ended January 
31, 1977, due to be filed by May 2, 1977, 
which Annual Report was combined in 
one document delinquently filed on 
May 19, 1977; 


failing to file in propoer form its Annual 
Report on Form 10-K for its fiscal year 
ended January 31, 1978, which was due 
to be filed by May 2, 1978, which 
Annual Report was delinquently filed in 
proper form on June 20, 1978; 


failing to file Quarterly Reports on Form 
10-Q for its fiscal quarters ended April 
30, 1975, July 31, 1975, and October 31, 
1975, due to be filed respectively by 
June 16, 1975, September 15, 1975 and 
December 15, 1975; and 


failing to file its Quarterly Reports on 
Form 10-Q for its fiscal quarters ended 
April 30, 1976, July 31, 1976, and 
October 31, 1976, due to be filed respec- 
tively by June 14, 1976, September 14, 
1976 and December 15, 1976, until May 
19, 1977. 


In its Offer of Settlement, Registrant admits the failure 
to file certain Form 10-K and Form 10-Q reports as 
alleged in the Order for Proceedings, as well as its 
failure to timely file in proper form its Annual Report on 
Form 10-K for its fiscal year ended January 31, 1978, 
which failures it admits constitute violation of Section 
13(a) of the Exchange Act and the rules and forms 
thereunder. The Commission deems it appropriate in 
the public interest to impose the sanctions specified in 
the Offer of Settlement. 


Accordingly, it is ORDERED that: 


(1) Registrant comply with its undertaking 
to timely file reports required to be filed by 
Section 13(a) of the Exchange Act and the 
rules and forms thereunder, which meet the 
requirements of such section, rules and 
forms thereunder and will resolve to the 
satisfaction of the staff of the Commission 
the outstanding and future comment letters 
from the Commission’s Division of 
Corporation Finance; 
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(2) Registrant be, and hereby is, required, 
upon request of the staff of the 
Commission, voluntarily and without sub- 
poena to promptly make available all docu- 
ments and records within its possession or 
control to permit the staff to ascertain the 
accuracy of the reports filed by Ametex with 
the Commission; 


(3) Registrant be, and hereby is, required, 
at any time that Ametex anticipates that it 
will not be in compliance with Section 13(a) 
of the Exchange Act and the rules and forms 
thereunder, to immediately notify the 
Commission's Division of Enforcement by 
telephone, and confirm in writing such 
notice; and 


(4) The imposition of any further remedial 
sanction pursuant to Section 12(j) of the 
Exchange Act shall be suspended provided 
that this proceeding may be reopened for 
the purpose of imposing such additional 
remedial sanctions as may be appropriate 
in the public interest, upon notice to 
Ametex at its last known address, and the 
public, if the Commission receives notifi- 
cation as provided for under Sub-paragraph 
(3) above, or the Commission determines 
after notice and opportunity for hearing that 
Ametex has violated Section 13(a) of the 
Exchange Act, the rules and forms there- 
under by failing to have filed any report 
timely as required by the rules and forms 
promulgated under Section 13(a) of the 
Exchange Act or by filing a report which 
does not fulfill the requirement of such 
Section, rules and forms. In this or any 
future proceeding arising out of the failure 
by Ametex to file reports with the 
Commission in a timely manner or 
otherwise in compliance with Section 13(a) 
and the rules and forms thereunder, the 
Commission may treat the findings 
contained herein as true, in order to 
determine what sanctions are appropriate in 
the public interest. 


By the Commission. 


George A. Fitzsimmons 


Secretary 
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SECURITIES AND EXCHANGE ACT OF 1934 
Release No. 15037/August 8, 1978 


In the Matter of 
SAMUEL B. FRANKLIN & CO., INC. 


SAMUEL B. FRANKLIN 

RICHARD J. FRANKLIN 

DOUGLAS LENNARD 

CHARLES W. ADAMS, JR. 

SHELDON FIDLER 

Administrative Proceeding File No. 3-5512 


The Securities and Exchange Commission has ordered 
the institution of public administrative proceedings 
pursuant to Sections 15(b) and 19(h) of the Securities 
Exchange Act of 1934 (“Exchange Act”) against 
Samuel B. Franklin & Co., Inc. (“SBF”), Samuel B. 
Franklin, Richard J. Franklin, Charles W. Adams, Jr., 
and Douglas Lennard of Beverly Hills, California and 
Sheldon Fidler of Marina del Rey, California. 


The Commission’s order for proceedings alleges that 
SBF, Samuel Franklin, Richard Franklin, Adams, 
Lennard and Fidler violated Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder. The order for 
proceedings also alleges that SBF, Richard Franklin 
and Fidler violated Section 15(c)(2) of the Exchange 
Act and Rule 15c2-7 thereunder. It is alleged that 
Adams, Lennard and Fidler recommended and sold the 
securities of ECI Industrie, Inc., (‘““ECI”), Life Resource 
Inc., Galaxie National Corporation, Hope Bay Mines, 
Ltd., Future Communities, Inc. and Interdyne, Co. to 
investors and that in the course of those sales made 
untrue statements and omitted to state material facts 
necessary to make the statements made not 
misleading with regard to the financial condition, 
sales, merger prospects and future price and earnings 
of those issuers. It is also alleged that SBF, Richard 
Franklin and Fidler manipulated the common stock of 
ECI by inducing two broker-dealers with guarantees of 
profit to make a market in that stock thereby giving a 
false impression of market activity in ECl. These 
guarantees were not disclosed to the inter-dealer quo- 
tation system in which the quotations were placed. It is 
finally alleged that SBF, Samuel Franklin, Richard 
Franklin and Lennard failed reasonably to supervise 
persons who had committed such violations when 
those persons were subject to their supervision. 


A hearing will be scheduled by further order to deter- 
mine whether the allegations are true, to afford the 
respondents an opportunity to offer any defense 





thereto and to determine whether any remedial action 
is necessary or appropriate in the public interest. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15038/August 8, 1978 


In the Matter of 

REPUBLIC METAL PRODUCTS, INC. 

Admin. Proc. File No. 3-5474 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until Aug. 28, 1978, to 
request a hearing on an application by RMP Metal 
Corporation (the “Applicant’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended (the “1934 Act”), on behalf of Republic Metal 
Products, Inc. (the ‘“‘Registrant’’), for an order 
exempting the Registrant from the provisions of 
Section 15(d) of the 1934 Act. 


On February 28, 1978 the Registrant was merged into 
the Applicant. As a result of the merger the Applicant 
became the sole stockholder of the Registrant. All of 
the Registrant’s outstanding stock was either 
redeemed or cancelled. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15039/August 8, 1978 


In the Matter of 

COLONY FOODS, INC. 

Admin. Proc. File No. 3-5482 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until August 28, 1978 
to request a hearing on an application by Colony 
Foods, Inc. (the “Applicant”) pursuant to Section 12(h) 
of the Securities Exchange Act of 1934, as amended 
(the “1934 Act”), for an order exempting the Applicant 
from the provisions of Section 15(d) of the 1934 Act. 


On June 20, 1978, Knott Foods, Inc., a wholly owned 
subsidiary of Knott Hotels Corp., merged into the 
Applicant. As aresult of the merger, Knott Hotel Corp. 
is the sole stockholder of the Applicant. 





SECURITIES EXCHANGE ACT OF 1934 
Release No.15040/August 8, 1978 


In the Matter of 

ALCON LABORATORIES, INC. 

Admin. Proc. ‘File No. 3-5500 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until August 8, 1978 to 
request a hearing on an application by Alcon Labora- 
tories, Inc. (the “Applicant”) pursuant to Section 12(h) 
of the Securities Exchange Act of 1934, as amended 
(the “1934 Act”), for an order exempting the Applicant 
from the provisions of Section 15(d) of the 1934 Act. 


On May 31, 1978, Applicant was merged into the Dela- 
ware Bay Company, a wholly-owned subsidiary of 
Nestle, S.A. As a result of the merger, Applicant no 
longer has any publicly traded common stock. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15041 /August 8, 1978 


In the Matter of 
ASSOCIATED WHOLESALERS, INC. 
Admin. Proc. File No. 3-5487 


The Securities and Exchange Commission has issued a 
notice giving interested persons until August 8, 1978, 
to request a hearing on the application of Associated 
Wholesalers, Inc. (the Applicant”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934 for an 
order exempting the applicant from certain of the 
reporting provisions of that Act. The applicant has 
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indicated that it intends to file a Form S-1 registration 
statement each year in order to solicit new member- 
ships and sell securities to its existing security 
holders. A copy of the Form S-1 prospectus will be 
made available to existing security holders. There is 
virtually no public market in the applicant’s securities. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15042/August 8, 1978 


In the Matter of 


sY 


MEDICAL COMPUTER SYSTEMS, INC. 
Administrative Proceeding 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until August 28, 1978, 
to request a hearing on an application by Medical 
Computer Systems, Inc. (the “Applicant”) pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, 
as amended (the “1934 Act”), for an order exempting 
the Applicant from the provisions of Section 15(d) of 
the 1934 Act for the Applicant’s fiscal year ended 
December 31, 1978. 


On May 11, 1978, the Applicant became a wholly- 
owned subsidiary of Trans Union Corporation (“Trans 
Union”). As a result of the merger, Trans Union is the 
sole stockholder of the Applicant. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15043/August 8, 1978 


In the Matter of 

HENRY PRATT COMPANY 

Admin. Proc. File No. 3-5468 

APPLICATION PURSUANT TO SECTION 12(h) 

The Securities and Exchange Commission has issued a 
notice giving interested persons until August 28, 1978, 
to request a hearing on an application by Henry Pratt 
Company (the “Applicant”) pursuant to Section 12(h) 


of the Securities Exchange Act of 1934, as amended 
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(the “1934 Act”) for an order exempting the Applicant 
from the provisions of Section 15(d) of the 1934 Act. 


On May 31, 1978, the Applicant was a 99% owned se 


subsidiary of Amsted Industries, Incorporated, and 
there is no trading in Applicant’s securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15044/August 8, 1978 


In the Matter of 
THE CARBORUNDUM COMPANY 
Admin. Proc. File No. 3-5502 


NOTICE OF APPLICATION PURSUANT TO SECTION 
12(h) OF THE SECURITIES EXCHANGE ACT OF 1934 
AND OPPORTUNITY FOR HEARING 


The Securities and Exchange Commission has issued a 
notice giving interested persons until August 28, 1978, 
to request a hearing on an application by the 
Carborundum Company (the “Applicant”) for an order 
exempting the Applicant from filing an annual report 
on Form 10-K for the year ended December 31, 1977 
and all other reports required to be filed by Sections 13 
and 15(d) of the Securities Exchange Act of 1934. 


The Applicant became a wholly-owned subsidiary of 
Kennecott Copper Corporation on January 12, 1978. 
The only securities of the Applicant that remain out- 
standing are: (a) $17,223,000 principal amount, 6% 
Sinking Fund Debentures due 1992, held of record by 
136 holders; and (b) $40,000,000 principal amount, 
9%4% Sinking Fund Debentures due 2000, held of 
record by 148 holders. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15045/August 9, 1978 


(File No. SR-PHLX-77-15, Amendment No. 2) 
NOTICE OF FILING OF AMENDMENTS TO PRO- 
POSED RULE CHANGES BY THE PHILADELPHIA 
STOCK EXCHANGE, INC. 


The Philadelphia Stock Exchange, Inc. submitted on 
July 26, 1978, proposed rule changes, pursuant to Rule 





19b-4 under the Securities Exchange Act of 1934, 
which amend in part File No. SR-PHLX-77-15 which 
was designed to conform certain of the Philadelphia 
Stock Exchange rules to sections of the Securities Acts 
Amendments of 1975 relating to the comparison, 
clearance and settlement of exchange contracts. 
‘Notice of File No. SR-PHLX-77-15 appeared in 
Securities Exchange Act Release No. 34-14254 
(December 12, 1977) and the text of the rule changes 
was published in the Federal Register (42 Fed. Reg. 
63835, December 20, 1977). 


Publication of the submission is expected to be made 
in the Federal Register during the week of August 14, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule changes or insti- 
tute proceedings to determine whether the proposed 
rule changes should be disapproved, interested 
persons are invited to submit written data, views and 
arguments concerning the submission within 21 days 
from the date of publication in the Federal Register. 
Persons desiring to make written comments should file 
six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Reference should be made to File No. SR-PHLX-77-15, 
Amendment No. 2. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule changes which are filed with the 
Commission, and of all written communications 
relating to the proposed rule changes between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organi- 
zation. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15046/August 10, 1978 


In the Matter of 


CYANAMID INTERNATIONAL DEVELOPMENT COR- 
PORATION 


(File No. 81-264) 
Admin. Proc. File No. 3-5263 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT. 


The Securities and Exchange Commission has issued 
an order granting the application of Cyanamid Inter- 
national Development Corporation (“‘Applicant’’) 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934, as amended (the “Act”) for an exemption 
from the provisions of Section 13 of the Act. 


It appeared to the Commission that the requested 
exemption is not consistent with the public interest or 
protection of investors since the trading volume in the 
Applicant’s debentures has been relatively insignifi- 
cant since their issuance in 1966 and the debentures 
are unconditionally guaranteed as to the payment of 
principal, interest and sinking fund by the Applicant’s 
parent, American Cyanamid Company. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15047 /August 10, 1978 


In the Matter of 
WESTERN CAROLINA TELEPHONE COMPANY 


File No. 81-332 
Admin. Proc. File No. 3-5427 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Western Carolina 
Telephone Company (“Applicant”), a 98% owned 
subsidiary of Continental Telephone Corporation, 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934 (the “1934 Act”) for an exemption from the 
reporting requirements of Sections 13 and 15(d) of the 
1934 Act. 


It appeared to the Commission that the granting of the 
requested exemption would not be inconsistent with 
the public interest or the protection of investors in view 
of the lack of significant trading activity in Applicant’s 
$5.00 Par Value Common Stock, the only class of 
securities issued by the Applicant which is subject to 
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the reporting requirements of the 1934 Act, and, the 
limited number of public investors. The Applicant has 
undertaken to report on Form 8-K, among other things, 
any event occurring which would affect the rights of 
shareholders. 





SECURITIES EXCHANGE ACT OF 1934 

Release No. 15048/August 10, 1978 

In the Matter of 

CONTINENTAL TELEPHONE COMPANY OF VIRGINIA 


File No. 81-315 


Admin. Proc. File No. 3-5426 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Continental Tele- 
phone Company of Virginia (“Applicant”), a wholly- 
owned subsidiary of Continental Telephone Corpor- 
ation (“Continental”), pursuant to Section 12(h) of the 


Securities Exchange Act of 1934 (the “1934 Act”) for an 
exemption from the reporting requirements of Sections 
13 and 15(d) of the 1934 Act. 


It appeared to the Commission that the granting of the 
requested exemption would not be inconsistent with 
the public interest or the protection of investors, in 
view of the limited trading of Applicant’s 7.25% Con- 
vertible Subordinated Debentures (the ‘“Debentures’’) 
and the small number of holders of the Debentures. 
The only class of securities issued by the Applicant 
which is subject to the reporting requirements of the 
1934 Act is the Debentures. Holders of Debentures can 
be fully informed as to their investment by referring to 
public reports required to be filed with the Commission 
of Corporations of the State of Virginia. None of the 
securities of the Applicant (other than the Debentures) 
are held by any person other than Continental. The 
Applicant has undertaken to report on Form 8-K, 
among other things, any event occurring which would 
affect the rights of Debentureholders. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15049/August 10, 1978 


In the Matter of 
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UNITEK CORPORATION 
File No. 81-354, 


Admin. Proc. File No. 3-5476 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has issued 
an order granting the application of Unitek Corporation 
(the “Applicant”) pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, as amended (the 
“1934 Act”), for an exemption from the obligation 
pursuant to Section 15(d) of the 1934 Act to file 
periodic reports. 


Since the Applicant has become the wholly-owned 
subsidiary of Bristol-Myers, Incorporated as a result of 
a merger, it appeared to the Commission that granting 
the requested exemption would not be inconsistent 
with the public interest or the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15050/August 10, 1978 


In the Matter of 

PALM BEACH COMPANY 

Admin. Proc. File No. 3-5497 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until August 28, 1978, 
to request a hearing on an application by Palm Beach 
Company (“Applicant”) pursuant to Section 12(h) of 
the Securities Exchange Act of 1934 as amended (the 
“1934 Act”), for an order exempting the Applicant from 
the provisions of Sections 13 and 15(d) of the 1934 Act. 


On May 19, 1978, the Applicant became a_ wholly- 
owned subsidiary of Palm Beach Incorporated, (the 
“Holding Company”). As a result of the merger, the 
Holding Company is the sole stockholder of the Appli- 
cant. The Holding Company is publicly-held and is 
listed on the New York Stock Exchange. 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 15051 /August 10, 1978 


In the Matter of 

NAUM BROTHERS, INCORPORATED 

Admin. Proc. File No. 3-5470 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until August 28, 1978, 
to request a hearing on an application by Naum Bros., 
Inc. (the “Applicant”) pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, as amended (the 
“1934 Act”), for an order exempting the Applicant from 
the provisions of Sections 13 and 15(d) of the 1934 Act. 


As of May 1, 1978, DRN, Inc., a wholly-owned subsidi- 
ary of Carlson Companies, Inc. owned over 98% of the 
Applicant’s common stock, as the result of a privately 
negotiated purchase and a registered tender offer. The 
remaining shares of the Applicant’s common stock are 
owned of record by approximately 160 persons, and 
there is no trading in these securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15052/August 10, 1978 


In the Matter of 


BRADFORD SECURITIES PROCESSING SERVICES, 
INC. 


(File No. SR-BSPS-78-3) 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE 


Bradford Securitie: Processing Services, Inc., sub- 
mitted on July 25, 1978, a proposed rule change, con- 
cerning the form of payment required for the delivery 
and receipt of secur ties sold against payment of the 
purchase price. 


The foregoing rule change has become effective pur- 
suant to Section 19(b)(3)(A) of the Securities Exchange 
Act of 1934 and Rule 19b-4 thereunder. At any time 
withing sixty days of the filing of such proposed rule 
change, the Commission may summarily abrogate the 
rule change if it appears to the Commission that such 


action is necessary or appropriate in the public 
interest, for the protection of investors, or otherwise in 


furtherance of the purposes of the Securities Exchange 
Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of August 14, 
1978. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
within twenty-one days from the date of publication in 
the Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-BSPS-78-3. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be available 
for public inspection at the Securities and Exchange 
Commission’s Public Reference Room, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also 
be available at the principal office of the above- 
mentioned self-regulatory organization. 


For the Commission, by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15053/August 10, 1978 


The Securities and Exchange Commission announced, 
pursuant to Section 12(k) of the Securities Exchange 
Act of 1934 (“Exchange Act’), the single ten day sus- 
pension of exchange and over-the-counter trading for 
the period commencing at 12:35 p.m. (EDT) on August 
10, 1978 and terminating at midnight (EDT) on August 
19, 1978 of the securities of the following issuers 
which have filed with the Commission the indicated 
reports: 


ANCORP NATIONAL SERVICES, INC., New 
York, New York. Form 10-K annual report 
for year ending December 31, 1977 and 
Form 10-Q quarterly report for quarter 
ending March 31, 1978. 


ENERGY RESERVE, INC., Phoenix, Ari- 
zona. Form 10-K annual report for year 
ending December 31, 1977 and Form 10-Q 
quarterly report for quarter ending March 31, 
1978. 
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FEDERATED COMMUNICATIONS CORP., 
Beverly Hills, California. Form 10-K annual 
report for year ending December 31, 1977 
and Form 10-Q quarterly report for quarter 
ending March 31, 1978. 


GLADDING CORP., South Otselic, New 
York, which filed on April 9 and 12, 1977 
petitions under Chapter XI of the Federal 
Bankruptcy Act with its subsidiaries. Form 
10-K annual report for year ending Septem- 
ber 30, 1977. 


GUARDIAN MORTGAGE INVESTORS, Jack- 
sonville, Florida, which filed on March 8, 
1978 a petition under Chapter XI of the 
Federal Bankruptcy Act. Form 10-K annual 
report for year ending February 28, 1978 and 
Form 10-Q quarterly report for quarter 
ending May 31, 1978. 


HADRON, INC., Santa Monica, California. 
Opinion letters from its current and previous 
auditors as to the financial statements in 
the company’s Form 10-K annual report for 
year ending March 31, 1978. 


HOVERMARINE CORP., Pittsburgh, Penn- 
sylvania. Financial statements for the Form 
10-K annual report for year ending 
December 31, 1977 and Form 10-Q quarterly 
report for quarter ending March 31, 1978. 


MOVIEMATIC INDUSTRIES CORP., Miami, 
Florida. Form 10-K annual report for year 
ending December 31, 1977 and Form 10-Q 
quarterly reports for quarters ending March 
31, 1977, June 30, 1977, September 30, 1977 
and March 31, 1978. 


The Commission cautions brokers, dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along with 
all other currently available information and any infor- 
mation subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, pursuant to Rule 15c2-11 under the Exchange 
Act, at the termination of the trading suspension, no 
quotation may be entered unless and until they have 
strictly complied with all the provisions of said rule. If 
any broker or deaier has any questions as to whether or 
not he has complied with said rule, he should not enter 
any quotation but immediately contact the staff of the 
Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until 
such time as he has familiarized himself with said rule 
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and is certain that all of its provisions have been met. If 
any broker or dealer enters any quotation which is in 
violation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15054/August 10, 1978 


In the Matter of 


THE AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-78-16 
NOTICE OF FILING OF PROPOSED RULE CHANGE 


The American Stock Exchange, Inc. (‘“Amex’’) 
submitted on August 2, 1978, a proposed rule change 
under Rule 19b-4 to subject options market-makers on 
other exchanges, for orders sent to the Amex in dually- 
traded options, to the same rules of execution priority 
to which Amex market-makers are subject. 


Publication of the submission is expected to be made 
in the Federal Register during the week of August 14, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views, and argu- 
ments concerning the submission within 21 days from 
the date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-78-16. 


Copies of the submission and all subsequent amend- 
ments, and copies of all written statements with 
respect to the proposed rule change which are filed 
with the Commission and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory organi- 
zation. 





For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15055/August 10, 1978 


In the Matter of 

THE PHILADELPHIA STOCK EXCHANGE, INC. 

File No. SR-PHLX-78-16 

NOTICE OF FILING OF PROPOSED RULE CHANGE 


The Philadelphia Stock Exchange, Inc. (“PHLX”) sub- 
mitted on August 4, 1978, a proposed rule change 
under Rule 19b-4 to require each member and member 
organization to file with the PHLX certain periodic 
financial and operational reports, and to impose, 
unless a specific extension has been granted, a $10 fee 
on each member or member organization for each day 
that a repori is delinquent. 


Publication of the submission is expected to be made 
in the Federal Register during the week of August 14, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or insti- 
tute proceedings to determine whether the proposed 
rule change should be disapproved, interested persons 
are invited to submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North Capi- 
tol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-PHLX-78-16. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the pro- 
posed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 


office of the above-mentioned self-regulatory organi- 
zation. 


For the Commission, by the Division of Market Regu- 
lation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15056/August 10, 1978 


EXTENSION OF COMMENT PERIOD ON MARKET 
STRUCTURE ISSUES CONCERNING STANDARDIZED 
OPTIONS TRADING 


On June 15, 1978 the Commission authorized the 
Special Study of the Options Markets (“Options 
Study”) to invite public comments concerning 
numerous issues relating to the structure of the 
standardized options markets. Among other things, 
the Commission authorized the Study to request public 
comments with regard to (i) the extent to which the 
trading of standardized options and their underlying 
securities should be integrated on an exchange floor, 
(ii) whether, and under what circumstances, standard- 
ized options should be traded in the over-the-counter 
markets, and (iii) whether the New York Stock 
Exchange should be permitted to list and trade 
standardized options. 


Notice of the request for comments was given by 
Securities Exchange Act Release No. 34-14854 (June 
15, 1978) and by publication in the Federal Register (43 
FR 2660 (June 21, 1978)). Interested persons were 
invited to submit written data, views and arguments 
prior to August 21, 1978. The Options Study has 
received written requests for an extension of the 
comment period deadline from both the Chicago Board 
Options Exchange and the American Stock Exchange. 
Other interested persons have also indicated that an 
extension of the comment period would be in the 
public interest. Accordingly, the Commission today 
has authorized the Options Study to extend the period 
for the submission of written data, views and argu- 
ments concerning the foregoing options market 
structure issues until September 22, 1978. However, no 
further extension of time will be granted with respect to 
this matter. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20654/August 8, 1978 


In the Matter of 


ALABAMA POWER COMPANY 
600 North 18th Street 
Birmingham, Alabama 35291 


(70-6190) 


NOTICE OF PROPOSAL TO ACQUIRE NUCLEAR FUEL 
BY LEASE 


NOTICE IS HEREBY GIVEN that Alabama Power Com- 
pany (“Alabama”), an electric utility subsidiary of The 
Southern Company, a registered holding company, has 
filed an application with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 9(a) and 10 of the Act as 
applicable to the proposed transaction. All interested 
persons are referred to the application, which is sum- 
marized below, for a complete statement of the pro- 
posed transaction. 


In order to provide funds to finance a portion of the 
nuclear fuel (“Fuel”) requirements of the Joseph M. 
Farley Nuclear Plant Units No. 1 and No. 2 (“Farley 
Units”) Alabama proposes to enter into arrangements 
whereby the Bank of America National Trust and 
Savings Association (“Bank”) will establish a line of 
credit to provide funds to a trustee of an express trust 
established pursuant to a trust agreement (“Trust 
Agreement’). The trustee will use such funds to pay 
the costs of acquiring, processing and fabricating the 
Fuel, including reimbursement to Alabama of Fuel 
costs incurred or to be incurred by Alabama. Alabama 
will transfer to the trustee its interest in the Fuel and in 
procurement contracts in respect thereof. The trustee, 
as owner of the Fuel, will lease the fabricated Fuel to 
Alabama pursuant to a nuclear fuel lease (“Lease”) 
described below. The line of credit will be in the ag- 
gregate principal amount of $60,000,000 and will expire 
March 31, 1982, unless extended pursuant to the 
provisions of the credit agreement between the trustee 
and the Bank (“Credit Agreement”), which will provide 
for the terms and conditions of the credit. On or before 
March 31 of each year, the trustee may request the 
Bank to extend the expiration date for an additional 
year beyond its then 3 year term, with the Bank to act 
on such request by June 30 of that year. 


The trustee will effect the borrowings in accordance 
with instructions from Alabama, not inconsistent with 
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the terms of the Trust Agreement and the Credit Agree- 
ment, as to the amount and date from, or prepayment 
to, the Bank. Each time the trustee borrows from the 
Bank, the trustee will issue a finance bill draft having a 
maturity of from one to not more than 270 days. Each 
finance bill draft will be issued by the trustee at a dis- 
count equal to the sum of the bid rate on comparable 
maturities of major bank certificates of deposit, the 
interest equivalent of actual reserve requirements on 
such certificates of deposit, (or, in the case of finance 
bill drafts having a maturity of less than 30 days the 
reserve requirements shall be that of ineligible 
acceptance) taxes, if any, and acommission of 1-4% 
per annum. 


The face value of the finance bill drafts generally will be 
in multiples of $100,000, the minimum value of any bill 
$100,000 and the maximum value being $1,000,000. 
Finance bill drafts may be prepaid prior to maturity if 
held in the Bank’s portfolio and upon the payment of 
liquidation costs, if any, due to interest rate differen- 
tials and administrative costs of $50 per finance bill 
draft. In no event shall the maturity of a finance bill ex- 
tend beyond the expiration of the line of credit. 


A commitment fee of %2 of 1% per annum must be paid 
on the unutilized portion of the line of credit, on a 360 
day basis, payable quarterly in arrears. 


The trustee will purchase the Fuel from time to time 
with the proceeds of the loan from the Bank. The Lease 
will require payments by Alabama, including rent, 
sufficient to fully amortize all costs and expenses of 
the trustee over the useful life of the Fuel as it is 
consumed and requiring Alabama at the expiration of 
the line of credit to purchase the Fuel, whether or not it 
is consumed, for an amount sufficient to retire all 
debts, interest and fees of the trustee associated with 
the Bank’s commitment. The trustee will assign to the 
Bank substantially all rights and payments under the 
Lease pursuant to an assignment agreement with the 
Bank. If the Lease is terminated for any reason, 
Alabama will be required to purchase the Fuel 
immediately for an amount equal to the unamortized 
cost of the Fuel and repay all associated debts and any 
amounts outstanding under the line of credit, including 
accrued interest. The trustee will also be required to 
furnish the Bank with a security agreement (“Security 
Agreement”) giving the Bank security interests in the 
Fuel and the Lease. 


If either of the Farley Units ceases to operate for 
operational reasons for 24 consecutive months after 
having been placed in commercial operation, Alabama 
will be required either to purchase that respective unit’s 
Fuel immediately for an amount equal to the 


unamortized cost of the Fuel and repay any 
corresponding amounts outstanding under the line of 
credit or to purchase the Fuel on a semi-annual basis 





over the remaining life of the line of credit. The 
proceeds of such purchases will be used to retire all 
amounts owing to the Bank. 


A statement of the fees, commissions and expenses to 
be incurred in connection with the proposed trans- 
action will be filed by amendment. The incurrence of 
the lease obligations by Alabama is subject to the 
jurisdiction of the Alabama Public Service Commis- 
sion. It is stated that no other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 1, 1978, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application, as filed or as it 
may be amended, may be granted effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any 
postponements thereof. 


For the Corn mission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20660/August 7, 1978 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 44702 


CENTRAL OHIO COAL COMPANY 
Cumberland, Ohio 43732 


(70-6157) 


ORDER AUTHORIZING PROPOSED SALE OF NEW 
COAL SHOVEL TO THIRD PARTY AND LEASEBACK 
BY SECOND-TIER SUBSIDIARY, AND OF PROPOSED 
GUARANTY BY SUBSIDIARY OF LEASE 


Ohio Power Company (“Ohio”), an electric utility sub- 
sidiary company of American Electric Power Company, 
Inc., a registered holding company, and Central Ohio 
Coal Company (“COCO”), a coal mining subsidiary 
company of Ohio, have filed an application-declaration 
and amendments thereto with this Commission 
pursuant to Sections 9, 10 and 12 of the Public Utility 
Holding Company Act of 1935 (“Act”) regarding the 
following proposed transactions. 


COCO was organized in 1946 for the purpose of 
conducting surface mining operations on behalf of 
Ohio. COCO operates three mines owned by Ohio in 
Morgan, Muskingum and Noble Counties, Ohio; and 
its total output is utilized by Ohio’s Muskingum River 
Generating Station. It is stated that the Muskingum 
Mine has produced coal at an annual level of 3.0 to 3.2 
million tons, but that to meet environmental standards 
which become effective in 1979, 2.3 to 2.5 million 
annual tons will be required. It is further stated that 
unless new equipment is acquired, production will 
drop to 1.4 million annual tons by 1981. It was 
determined that a 110 cubic yard dragline, to remove 
overburden, would be an appropriate mining machine 
to help avoid a drop in annual production below 2.3 to 
2.5 million tons. Additionally, a 23 cubic yard shovel is 
required to load uncovered coal, and moveable electric 
substations are required to support these mining 
machines. On December 15, 1977, Ohio acquired one 
Marion (Model 8750) 110 cubic yard dragline (“Drag- 
line”) from AMAX, Inc. for $18,742,000. Since the 
Dragline was delivered unassembled, Ohio is entering 
into a contract for the erection of the Dragline 
(“Erection Contract”). It is currently estimated that the 
total erected cost of the Dragline will be $27,000,000. 
Ohio also contracted to purchase one Bucyrus-Erie 
(Model 295) 23 cubic yard shovel (“Shovel”), having an 
approximate cost of $2,000,000, and two 138/22.9 kVA 
skid mounted substations and related electrical 
support equipment for the Dragline (‘Electrical 
Support Equipment”), having an approximate cost of 
$1,000,000. 


The proposed transactions involve the assignment of 
the rights and interest to the Dragline, Shovel, and 
Electrical Support Equipment, having a total aggregate 
cost of approximately $30,000,000, to Girard Bank 
(“Lessor”), as trustee under a trust for the benefit of 
C.1.T. Corporation, a wholly-owned subsidiary of C.1.T. 
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Financial Corporation (“Owner Participant”). Lessor 
would then lease this equipment to COCO. 


It is proposed that Ohio assign its rights and interests 
in the Dragline, Erection Contract, and Electrical 
Support Equipment to COCO. The erection process is 
expected to be completed by September 1979. The 
Dragline will be erected at the Muskingum Mine. 
Additionally, Ohio will assign its rights in the Shovel 
directly to Lessor. There is planned an initial closing 
on August 7, 1978. At that time, Lessor will pay the 
approximate cost of the Shovel, $2,000,000. Upon 
completion of erection of the Dragline, but before final 
testing commences, there would be a second and final 
closing, at which COCO would transfer the Dragline 
and Electrical Support Equipment to Lessor. Lessor 
would pay COCO for the Dragline, which will consist of 
the original cost of $18,742,000, plus any related 
delivery costs, erection costs, accumulated allowance 
for funds used during construction, and other costs, 
including certain fees and expenses incurred by COCO, 
an amount presently estimated to aggregate not more 
than $27,000,000. At that time Lessor would also pay 
COCO for the Electrical Support Equipment for the 
Dragline, such equipment presently expected to cost 
approximately $1,000,000. The final closing is 
presently anticipated to be in September 1979. 


At the first closing, Lessor will lease the Shovel to 
COCO. The Dragline and Electrical Support Equipment 
will be leased by Lessor to COCO at the second and 
final closing. There will be one lease covering both the 
Shovel and the Dragline, but there will be individual 
lease terms for the Shovel and the Dragline. The base 
term for the Shovel will be a period of twenty years 
from the date of acceptance by COCO and month-to- 
month thereafter until such base term becomes coter- 
minous with the base term of the Dragline. The base 
term for the Dragline and Electrical Support Equipment 
will commence when construction of such Dragline is 
completed, but before final testing commences, and 
upon acceptance by Lessee. The base term for the 
Dragline will be a period of twenty years from the date 
of acceptance of the Dragline by COCO. 


The lease will provide that COCO will pay to Lessor the 
basic rent payable thereunder and, as additional rent, 
be responsible for all maintenance, insurance, taxes 
(other than franchise taxes and certain taxes imposed 
on or measured by net income) and all other costs in 
connection with the operation of equipment. Rent will 
be paid in forty equal semi-annual installments in 
arrears with respect to both the initial twenty-year 
period of the base term of the Shovel and the twenty- 
year base term of the Dragline at a rate of 3.89% of the 
equipment cost for an equivalent effective interest cost 
to COCO of approximately 4.72% per annum. After the 
initial twenty-year period of the base term of the 
Shovel, rent will continue on a month-to-month basis 
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at the rate of 0.65% of the cost of the Shovel, until 
such base term becomes coterminous with the base 
term of the Dragline. These lease rates reflect that a 
10% investment tax credit will be retained by the 
Owner Participant, and that the rent under the lease is 
sufficient to service the long-term loan from the Loan 
Participant at a rate of 9.50%. 


Coco will have the right to renew the lease with respect 
to either the Dragline or the Shovel or both for a total of 
up to four consecutive five-year terms at the then fair 
market rental value of such equipment. COCO will have 
the right to purchase either the Dragline of the Shovel 
or both at the end of the base terms or at the end of any 
renewal term at the then fair market value of such 
equipment. The lease will be non-terminable for 
reasons other than casualty or condemnation prior to 
the tenth anniversary from commencement thereof. 
Thereafter, such lease shall be terminable pursuant to 
a termination schedule for reasons of economic 
obsolescence or otherwise. The lease will provide a 
separate termination schedule for casualty or condem- 
nation. 


It is proposed that the funds to be used by the Lessor 
in purchasing the equipment will be obtained, to the 
extent of 50% of the purchase price, from the Owner 
Participant’s making of an equity investment in the 
beneficial ownership of the equipment and, to the 
extent of the remaining 50% of the purchase price, 
from borrowings made by the Lessor from John Han- 
cock Mutual Life Insurance Company (‘Loan Partici- 
pant”). The purchase price of the equipment will 
include all overhead and indirect costs. The Owner 
Participant and the Loan Participant have issued 
commitments extending through March 31, 1980 in the 
aggregate amount of $30,000,000, plus or minus 10%. 
Lessor will purchase the Shovel upon delivery with an 
equity contribution of 50% of the total cost of the 
Shovel and with a long-term loan from the Loan Partici- 
pant for the remaining 50% of the total cost. 


Ohio proposes to guarantee unconditionally all 
COCO’s obligations under the lease (whether of pay- 
ment or performance). Ohio will, through its guarantee 
of COCO’s lease obligations, indemnify Lessor for any 
obligations to the Interim Lender during the 
construction period. The failure of such guarantee to 
remain in full force and effect would be made an event 
of default under the lease subject to the provisions that 
Ohio would, under such circumstances, have thirty 
days within which to decide whether or not it wished to 
assume directly the obligations under the lease and, 
thereafter, 120 days within which to obtain any 
requisite administrative or other governmental approval 
for such assumption. 


The record is incomplete as to the fees and 
commissions to be incurred in connection with the 





proposed transactions. The Public Utilities Commis- 
sion of Ohio has authorized the guaranty of COCO’s 
lease obligations. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (HCAR No. 20590), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, insofar as it relates to the 
sale and leaseback of the coal shovel and Ohio’s 
guaranty of COCO’s lease obligations thereunder, be 
granted and permitted to become effective: 


IT 1S ORDERED pursuant to the applicable provisions 
of the Act and the Rules thereunder, that said 
application-declaration, as amended be, and it hereby 
is, granted and permitted to become effective forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act, except that COCO 
shall file reports at the end of each calendar quarter 
providing as to its activities during each quarter: (a) 
corporate balance sheets and income statements for 
COCO, including computations of the cost of capital 
for the quarter on investments made by Ohio; (b) a 
description of mine operations and improvements 
made during the quarter; and (c) the quantities of coal 
sold to each buyer, the price of such coal ~ the 
computation of the cost of coal sold. This order .s sub- 
ject further to the reservations of jurisdiction ordered 
below. 


IT iS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved over all aspects of the proposed 
transaction, except that sale and leaseback of the coal 
shovel and Ohio’s guaranty thereunder. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20661/August 7, 1978 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


NATIONAL FUEL GAS DISTRIBUTION CORPORATION 
Buffalo, New York 


(70-6180) 


ORDER APPROVING PROPOSAL TO INITIATE HOME 
INSULATION FINANCING PROGRAM MANDATED BY 
STATE LAW 


National Fuel Gas Company (“National”), a registered 
holding company, and National Fuel Gas Distribution 
Corporation (“Distribution”), a wholly-owned sub- 
sidiary of National, have filed an application- 
declaration and amendments thereto with this 
Commission pursuant to Sections 6(a), 7, 9(a), and 10 
of the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 40 promulgated thereunder as appli- 
cable to the proposed transaction. 


Distribution proposes to participate in a residential - 
insulation financing program mandated by the State of 
New York under which Distribution will guarantee 
installment promissory notes of its residential 
customers in a maximum aggregate principal amount 
of $1,314,000 and, in the event of default on any of 
such notes, will cause it to acquire such defaulted 
notes. 


On August 12, 1977, the New York Home Insulation 
and Energy Conservation Act (“Insulation Act”) was 
signed into law. The Insulation Act mandates a 
program whereby Distribution, together with other New 
York gas and electric utilities having gross revenues in 
excess of $100,000,000 is required to offer arrange- 
ments for loans to its residential customers to 
facilitate the financing of certain conservation 
measures approved by the New York State Public 
Service Commission (“PSC”). The Insulation Act will 
cease to be effective September 1, 1982. 


Distributions’s plan (“Plan”) has been submitted to the 
PSC in accordance with that Commission’s order of 
April 28, 1978, requiring utilities affected by the Insu- 
lation Act to submit Home Energy Conservation Plans 
to the PSC for approval, and is scheduled to take effect 
on June 15, 1978. 


The following requirements are mandated by the Insu- 
lation Act, the PSC’s Orders, and the Plan. 


Distribution is required to conduct energy audits of 
one, two or three family residences when requested by 
a customer in its New York service territory in order to 
determine which of the administratively authorized 
conservation measures will qualify for financing. 
Energy conservation measures are deemed to qualify 
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for financing if the estimated cost of such measures 
can be recovered within eight years from the savings 
generated by reduced energy consumption resulting 
from the employment of such energy conservation 
measures. The Plan also provides for customer audits 
which, upon submission to Distribution, will be used 
to determine the payback calculation. 


Distribution will arrange for financing of the purchase 
price of materials used by eligible customers who will 
participate in the program on a “do-it-yourself” basis. 
Distribution will arrange for financing of the purchase 
price of materials, and installation costs, of eligible 
customers who choose to have conservation measures 
installed. Such arrangements may be made either by 
Distribution’s making loans directly to eligible 
customers or by Distribution’s guaranteeing loans 
made to eligible customers by participating banks. 
Distribution, pursuant to its Plan, has chosen to 
guarantee bank loans. 


The minimum amount eligible for financing under the 
program is $200. The maximum amounts eligible for 
financing under the program are $1,500 in the case of a 
single family home, $2,500 in the case of a two family 
home and $3,000 in the case of a three family home. 


The interest rate to be charged any eligible customer 
may not exceed Distribution’s overall rate of return last 
awarded by the PSC in a general rate case. At the 
present time, that rate is 9.79%. In the event an eligible 
customer chooses a bank whose interest charge for 
home insulation loans exceeds Distribution’s rate of 
return, Distribution will pay such bank the difference 
between the two rates. 


Seven years is required to be the maximum repayment 
period of any loan. A$10 minimum monthly payment is 
also required. 


Distribution is prohibited at this time from directly 
lending, or guaranteeing, an amount in excess of 1% 
its annual gross revenues derived from its New York 
operations less applicable fuel costs, or $1,314,000. 
Distribution is required by the PSC to apply for a waiver 
of the 1% limitation in the event the amount that it 
shall guarantee shall exceed $985,500. In such event, 
Distribution will simultaneously file an amendment to 
this application-declaration requesting further authori- 
zation by the Commission. Distribution states that it is 
unable to forecast with precision the amounts to be 
guaranteed by it pursuant to the program. It is antici- 
pated, however, that $1,314,000 will be guaranteed by 
Distribution in the first year of the program. 


Distribution may not impose any credit criteria on 
owners of residences who otherwise qualify for a loan. 
Tenant-customers of Distribution may qualify for a 
loan if the owner of the residence consents and if such 
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tenant-customer would not be required to post a 
security deposity for gas service pursuant to regu- 
lations of the PSC. 


Distribution has entered into agreements with Marine 
Midland Bank (‘‘Marine”’), Buffalo Savings Bank 
(“Buffalo Savings”) and The Permanent Savings Bank 
(“Permanent Savings”), wherein those banks have 
agreed to offer eligible customers insulation loans 
pursuant to the Plan at annual percentage rates of 
10.5%, 10.5% and 10.0%, respectively. 


Distribution is currently involved in negotiations with 
The First Federal Savings and Loan Association of 
Rochester, Homestead Savings Division (‘First 
Federal”) for its participation in the program on 
substantially the same terms and conditions as the 
other banks, except that First Federal would make 
insulation loans at an annual percentage rate of 
interest of 9.5%. First Federal’s participation in the 
program will not result in any increase in the aggregate 
principal amount for which Distribution may become 
liable. 


Because the Plan went into effect on June 15, 1978, 
and because Distribution’s agreements with the afore- 
mentioned banks, by their respective terms, constitute 
guarantees of loans made pursuant to the program, 
Distribution required each of said banks to release 
Distribution from any liability under the agreements 
until after the Securities and Exchange Commission 
has authorized Distribution’s participation in the trans- 
action. It is not anticipated that payments on any loan 
will be due prior to the time such authorization is 
given. 


The Insulation Act requires that all installation work be 
performed by parties unaffiliated with Distribution. 
Distribution is permitted to approve contractors on the 
basis of certain objective criteria authorized by the 
PSC, including favorable credit ratings, good standing 
with the Better Business Bureau, and experience 
requirements. Approved contractors are also required 
to carry certain amounts of insurance, to be licensed 
where necessary, to furnish eligible customers a one- 
year warranty as to workmanship and materials, and to 
use materials complying with insulation criteria 
established by the PSC. 


Distribution is required to inform all of its New York 
customers of the program by bill inserts within six 
months after the commencement of the program. In 
addition, Distribution will promote the program 
through the media throughout its New York service 
territory. 


Most aspects of the program are being handled by 
existing personnel. Because, however, of the nature of 
on-site audits and the calculation of project paybacks, 





Distribution has found it necessary to hire seven 
additional employees. Additional costs will also be 
incurred to the extent that eligible customers choose a 
bank, such as Marine, whose interest rate exceeds 
Distribution’s New York rate of return. Pursuant to 
Section 135-i of the New York Public Service Law, 
Distribution is required to “employ reasonable efforts 
to collect amounts due” on defaulted loans. 


Pursuant to Section 135-n of the New York Public 
Service Law, Distribution is entitled to recover as 
normal operating expenses the “just and reasonable” 
expenses of carrying out its responsibilities under the 
Insulation act. The PSC has determined that partici- 
pating utilities may recover such costs in their next rate 
proceedings: 


The fees, commissions and expenses to be incurred in 
connection with the proposed transaction are 
estimated at $2,000. The New York Public Service 
Commission has authorized the proposed transaction. 
It is stated that no other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (HCAR No. 20623), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and ‘ules thereunder, that said application- 
declaration, as emended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act, except that the time for filing the 
certification thereunder with respect to the proposed 
transactions is extended so as to allow filing on a 
quarterly basis. 


For the Commisson, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20662/August 8, 1978 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


GULF POWER COMPANY 
Pensacola, Florida 


MISSISSIPPI POWER COMPANY 
Gulfport, Mississippi 


(70-6117) 


ORDER AUTHORIZING TERMS OF ISSUANCE AND 
SALE OF SHORT-TERM NOTES TO BANKS AND 
DEALERS IN COMMERCIAL PAPER 


The Southern Company (“Southern”), a registered 
holding company, and three of its wholly-owned 
electric utility subsidiary companies, Alabama Power 
Company (“Alabama”), Gulf Power Company (“Gulf”), 
and Mississippi Power Company (“Mississippi”) have 
filed with this Commission post-effective amendments 
to the application-declaration in this proceedings 
pursuant to Sections 6(a), 6(b), 7, and 12 of the Public 
Utility Holding Company Act of 1935 (“Act”) and Rules 
45 and 50(a)(2) promulgated thereunder regarding the 
following proposed transactions. 


By order dated March 24, 1978, the Commission, 
among other things, authorized Southern, Alabama, 
Gulf and Mississippi to issue from time to time on or 
before March 31, 1979, in the case of Southern, Gulf 
and Mississippi and March 31, 1980, in the case of 
Alabama, notes to banks and to issue and sell 
commercial paper to dealers. The Commission 
authorized borrowings in the following maximum 
aggregate amounts outstanding at any one time: 
Southern, $100,000,000; Alabama, $305,000,000; Gulf, 
$40,000,000; and Mississippi, $36,000,000. The Com- 
mission’s order authorized the issuance of notes to 
banks by Southern, Gulf and Mississippi bearing 
interest at an effective rate per annum in effect at the 
lending bank customary for similar companies and 
prepayable in whole or in part, without penalty or 
premium. At the time of the March 24, 1978 order, the 
terms and costs of commitments or lines of credit had 
not, except for Alabama, been finalized by the 
Companies. 


The Companies have filed post-effective amendments 
to the application-declaration previously filed with this 
Commission. The post-effective amendments state 
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that Southern has obtained a line of credit from 
Barclay’s Bank International Limited to $40,000,000 
and lines of credit from Union Bank of Switzerland, 
Credit Suisse and Swiss Bank Corporation, each for 
$20,000,000 aggregating $100,000,000. Each line of 
credit is effective July 1, 1978 through June 30, 1979 for 
a commitment fee of 1/4% per annum on undrawn 
amounts. Borrowings, except in the case of Barclay’s 
which offers only option (a), will, at Southern’s option, 
bear interest at an effective rate of (a) 1/2% per annum 
over lender’s floating prime or (b) a margin over the 
London Interbank Offered Rated (“LIBOR’). Swiss 
Bank Corporation also offers borrowings at 1/2% per 
annum over its prime rate on the date of the advance, 
fixed for 90 days. Except in the case of Swiss Bank 
Corporation, advances bearing interest at a rate related 
to lender’s floating prime may be for any term provided 
that they mature no later than June 30, 1979. Advances 
by Swiss Bank Corporation based on its floating prime 
are to mature within 180 days but in any event no later 
than June 30, 1979. 


Southern is now seeking authorization to borrow such 
amounts from time to time, on or before March 31, 
1979, at an effective interest rate of a margin over the 
LIBOR, as indicated below: 

Margin Over LIBOR Tenor 


Union Bank of 
Switzerland 


V2 % periods of one 


to six months 
Credit Suisse 


3/4% periods of 30, 


60 or 90 days 


Swiss Bank 
Corporation 


3/4% periods of 30, 


to 180 days 


In connection with borrowings at such rates, advances 
from the Union Bank of Switzerland and Credit Suisse 
are not prepayable and advances from the Swiss Bank 
Corporation are prepayable only if amounts prepaid are 
accompanied by an amount equal to any loss or 
expense which Swiss Bank Corporation has sustained 
as a consequence of such prepayment. Such loss will 
normally equal the amount, if any, by which interest 
would have been earned on the amount prepaid 
through scheduled maturity exceeds that amount of 
interest Swiss Bank Corporation could earn on 
relending such amount through scheduled maturity. 


When Southern borrows from domestic banks at the 
prime rate, it is generally required to maintain compen- 
sating balances of 10% of undrawn amounts and 20% 
of amounts borrowed. The effective cost of amounts 
borrowed under such a domestic facility would be 
11.25% based on the current prevailing prime rate of 
9.00%. The prime rate of each of the proposed lenders 
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is currently also 9.00%. Consequently, the comparable 
effective cost to Southern of amounts borrowed from 
Barclays Bank International Limited and the effective 
cost of amounts borrowed from the three Swiss Banks 
at a rate related to their prime rate (option (a) above) 
would in each case be 9.50% (prime rate plus 1/2%). 
LIBOR is currently quoted by the three Swiss banks as 
8.625% to 8.6875% per annum for three-month funds. 
Consequently, the comparable effective cost of 
amounts borrowed for three months from such banks 
at arate related to LIBOR (option (b) above), assuming 
an 8.6875% LIBOR, would be 9.1875% in the case of 
Union Bank of Switzerland (LIBOR plus %% and) 
9.4375% in the case of Credit Suissee and Swiss Bank 
Corporation (LIBOR plus 3/4%). Southern expects to 
borrow from the three Swiss banks at whichever of the 
two options available to it yields the lowest effective 
cost at the time for the period the funds are required. 


Southern estimates that 10% compensating balances 
are currently equivalent to a cost of .773% to .775% 
per annum. When domestic banks charge a fee in lieu 
of balances, such fees generally range from .5% to 
.375% per annum. The comparable costs of undrawn 
amounts under the facilities banks would be 25% per 
annum. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said post-effective amend- 
ments to the application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 20626), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application-declaration, as amended by said 
post-effective amendments, be granted and permitted 
to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20663/August 9, 1978 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-6182) 


ORDER APPROVING PROPOSED CHARTER AMEND- 
MENTS; SOLICITATION OF PROXIES 


Alabama Power Company (“Alabama”), an electric 
utility subsidiary of The Southern Company, a 
registered holding company, has filed a declaration 
and an amendment thereto with this Commission pur- 
suant to Sections 6(a), 7 and 12(e) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 62 
promulgated thereunder as applicable to the proposed 
transactions. 


Alabama proposes to amend its charter so as to create 
a new class of preferred stock with a par value of $1 
per share, to be designated Class A preferred stock 
and to consist initially of 27,500,000 shares. Alabama 
estmates that the maximum aggregate stated capital 
represented by shares of preferred stock and Class A 
preferred stock proposed to be issued prior to 
December 31, 1981, will not exceed $275,000,000. 


The Class A preferred stock will rank on a parity as to 
dividends and assets with the outstanding preferred 
stock and will have the same rights and preferences as 


the outstanding preferred stock. On all matters 
submitted to a vote by the holders of the preferred 
stock and Class A preferred stock pursuant to the pro- 
visions of the charter, both classes of stock will vote 
together as a single class, each share of preferred 
stock and Class A preferred stock having such voting 
rights as are proportionate to the ratio of (i) the stated 
capital represented by such share to (ii) the stated 
capital represented by all shares of preferred stock and 
Class A preferred stock then outstanding. 


The stated capital represented by each share would be 
$100 per share in the case of the existing preferred 
stock and $1 per share in the case of the Class A 
preferred stock plus the excess of the consideration 
received over $1 per share (up to an amount which, 
when added to the par value of such share, would not 
exceed such share’s preferential claim in the event of 
involuntary liquidation), and the stated capital 
represented by each share so determined would be 
equal to such share’s preferential claim in the event of 
involuntary liquidation. 


If any change in the rights and preferences of the out- 
standing preferred stock or Class A preferred stock 


would adversely affect the holders of only one, but not 
the other, such class, only the vote of the holders of at 
least two-thirds of the total voting power of out- 
standing shares of the class of stock so affected would 
be required. In the opinion of Alabama’s management 
the creation of the Class A preferred stock and the 
issuance of shares thereof would not affect adversely 
the holders of the outstanding preferred stock since, in 
all material respects, the relative rights and 
preferences of the preferred stock and the Class A 
preferred stock would be identical. 


It is stated that the creation of this new class of 
preferred stock will allow Alabama to issue additional 
shares of preferred stock at a unit price which appears 
to be most readily marketable at the time of issue, per- 
mitting greater flexibility in the marketing of Alabama’s 
preferred stock. 


Alabama also proposes to amend its charter so as to 
modify the provisions relating to the limitation on the 
payment of common stock dividends and the calcula- 
tion of net income available for dividends and gross 
income available for interest in meeting coverage 
requirements in connection with the issuance of 
additional shares of preferred stock or Class A 
preferred stock without prior stockholder approval. 


At the present time, the charter limits cash dividends 
on common stock to 50% of net income for a prior 
period of twelve months if the ratio of common stock 
equity to total capitalization, including surplus, 
adjusted to reflect the payment of the proposed 
dividend, is below 20%, and to 75% of net income if 
such ratio is 20% or more but less than 25%. 


The charter also limits the issuance of additional 
shares of preferred stock without prior approval of the 
holders of 66-73% of the outstanding shares of pre- 
ferred stock, unless (i) net income available for divi- 
dends for a prior period of twelve months is at least 
equal to two times the annual dividend requirements 
on all shares of preferred stock and senior or equally 
ranking stock to be outstanding and (ii) gross income 
available for interest for a prior period of twelve months 
is at least equal to one and one-half times the aggre- 
gate of annual interest requirements and annual 
dividend requirements on all shares of preferred stock 
and senior or equally ranking stock to be outstanding. 


In computing net income available for dividends and 
gross income available for interest in connection with 
the foregoing provisions, a deduction is required of the 
greater of (i) the total amount, if any, by which the 
aggregate of the charges to income or earned surplus 
during the period in question for repairs, maintenance 
and provision for depreciation shall have been less 
than 15% of gross operating revenues derived during 
the period, after deduction of purchased power, and (ii) 
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the total amount, if any, by which the charges to 
income or earned surplus during the period as 
provision for depreciation shall have been less than the 
sum of the amounts equal to the product of the appli- 
cable percentage (presently 2.1% and increasing to 
2.25%) and the mathematical average of the amounts 
of depreciable property at the opening of business on 
the first day and at the close of business on the last 
day of such period. Also, in computing surplus under 
the dividend limitation, a similar deduction is required 
for the period subsequent to December 31, 1960. 


The proposed charter amendment would, in each 
instance, eliminate the 15% maintenance requirement 
but would retain the replacement requirement and set 
the applicable percentage at 3.0% or such percentage 
as shall be authorized or approved by this Commission 
or successor commission at some future date. 


The reason for this proposed charter amendment is 
related to the impact of energy adjustment clauses on 
revenues. Substantially all of Alabama’s rate schedules 
provide for adjustments in charges to customers to 
reflect changes in the cost of fuel. The Company’s fuel 
costs have risen sharply in the last several years, and 
these costs have been passed on to customers by 
means of the energy adjustment charges. As a result, 
Alabama’s gross operating revenues have been greatly 
inflated. Alabama is of the opinion that fuel costs and 
related earnings test deductions may, under the terms 
of the charter, increase to the point that it might ‘be 
unable to meet the coverage requirements for the 
issuance of additional preferred stock or Class A pre- 
ferred stock in coming years. Calculation of the 
earnings test under the proposed charter amendment 
would result in a higher coverage ratio, thereby 
increasing the possibility that the Company could 
satisfy the earnings test in connection with future 
issues of preferred stock and Class A preferred stock. 
Furthermore, a replacement requirement based upon a 
percentage of depreciable property establishes a more 
appropriate standard for determining the expenditures 
required in order to maintain the value of the property 
than a maintenance requirement based upon 
fluctuating revenues. 


Similarly, for the reasons described above, the require- 
ment of a deduction of 15% of gross operating 
revenues in computing net income available for divi- 
dends and surplus in the provisions relating to divi- 
dends may have the effect of imposing an increasingly 
high limitation on the payment of common stock divi- 
dends. It is the opinion of Alabama’s management that 
the deduction of 3.0% of the average amount of 
depreciable property constitutes a sufficiently 
restrictive limitation. 


Alabama will solicit proxies from the holders of its out- 
standing preferred stock in connection with the special 
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meeting of stockholders which is to be called to take 
action upon the foregoing proposals. 


The fees, commissions, and expenses to be incurred in 
connection with the proposed transaction are esti- 
mated at $124,000, including legal fees of $40,000 and 
proxy solicitation fees of $27,000. It is stated that no 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20628), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20664/August 9, 1978 


In the Matter of 

OHIO VALLEY ELECTRIC CORPORATION 
P.O. Box 468 

Piketon, Ohio 45661 

(70-6193) 


NOTICE OF PROPOSED POLLUTION CONTROL 
FINANCING 


NOTICE IS HEREBY GIVEN that Ohio Valley Electric 
Corporation (“OVEC”), an electric utility subsidiary of 
Allegheny Power System, Inc., American Electric 
Power Company, Inc., and Ohio Edison Company, 





registered holding companies, has filed with this 
Commission an application-declaration pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 9(a), 10 and 12(d) of the Act and 
Rule 44 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


OVEC and its wholly-owned subsidiary Indiana- 
Kentucky Electric Corporation (“IKEC”) were organized 
on October 1, 1952, to provide the power requirements 
of the gaseous diffusion plant at Portsmouth, Ohio 
(“Portsmouth Plant”), now owned and operated by the 
Department of Energy (“DOE”). Such services are 
provided pursuant to a power agreement (“DOE Agree- 
ment”), as modified from time to time. The DOE Power 
Agreement provides, inter alia, that DOE will pay OVEC 
the entire cost of certain replacements of property and 
plant, including replacements reasonably required to 
comply with any governmental pollution control 
requirements. The DOE Power Agreement also 
provides that OVEC will use its best efforts to arrange 
for financing pollution control replacements from 
sources of capital funds other than DOE unless DOE 
prefers to finance OVEC’s pollution control replace- 
ments directly. Under the DOE Power Agreement, DOE 
agrees to pay an amount equal to the principal 
component of any purchase price payment under an 
installment sale agreement relating to the purchase by 
OVEC of any pollution control replacement, and an 
amount equal to the interest component of any such 
purchase price payment. The DOE Power Agreement 
terminates, unless extended at an earlier date, on 
March 31, 1979. OVEC and DOE are currently engaged 
in negotiations with respect to (1) Modification No. 9 
to the DOE Power Agreement which would extend its 
stated term to September 30, 1979, and, under certain 
circumstances ‘to December 31, 1979; and (2) another 
modification to the DOE Power Agreement which 


would extend its stated term to October 14, 1992, and’ 


contain certain cther provisions. 


OVEC states that in order to comply with prescribed 
environmental quality control standards of the State of 
Ohio and the federal government it has under 
construction certai high efficiency electrostatic pre- 
cipitators for partic slate emission control and related 
facilities (the ‘“Project’”) to be installed on the five units 
at its Kyger Creek Plant (“Plant”). It is estimated that 
the Project will cost approximately $75,000,000 of 
which approximately $383,000 had been expended as 
of March 31, 1978. By resolution adopted August 9, 
1977, the Ohio Air Quality Development Authority 
(“Authority”), which under the Ohio statutes is 
authorized to enter into agreements concerning the 
acquisition and construction of pollution control 
facilities, determined that it would authorize and issue 


one or more series of revenue bonds of the State of 
Ohio (“Revenue Bonds”) in the maximum aggregate 
amount of $75,000,000 to finance the cost of the 
Project. 


OVEC proposes to enter into an agreement of sale 
(“Agreement”) with the Authority under which the 
Authority will complete the construction and instal- 
lation of the facilities comprising the Project and will 
issue Revenue Bonds in an initial principal amount of 
up to $75,000,000 (“Series A Bonds”) and additional 
Revenue Bonds in principal amounts which will, when 
added to the aggregate principal amount of Series A 
Bonds, not exceed $75,000,000 in the aggregate, 
sufficient to cover the cost of construction of the 
Project. The proceed from the sale of the Series A 
Bonds will be deposited by the Authority with a bank or 
trust company as trustee (“‘Trustee’’) under an 
indenture to be entered into between the Authority and 
the Trustee (the “Indenture’”’) pursuant to which the 
Series A Bonds are to be issued and secured. Such 
proceeds will be applied to payment of the cost of con- 
struction of the Project. 


The Agreement will also provide for the sale of the 
Project to OVEC, the payment by OVEC of the 
purchase price of the Project in installments over a 
term of years and the assignment and pledge to the 
Trustee by the Authority of its interest in and to the 
monies (including the interest and principal 
components of the purchase price) receivable by the 
Authority under the Agreement. DOE and OVEC will 
consent to such assignment so that amounts equal to 
the interest and principal components of the purchase 
price payable by OVEC to the Authority will be paid by 
DOE directly to the Trustee. The Agreement also 
provides that OVEC will pay to the Authority as the 
purchase price for the Project interest and principal 
components in such amounts as will enable the 
Authority to pay when due the principal and interest on 
the Series A Bonds, any additional bonds and any 
refunding bonds. The Agreement also obligates OVEC 
to pay the fees and charges of the Trustee, as well as 
certain expenses of the Authority. 


OVEC has the option to prepay the purchase price in 
whole (i) upon the occurrence of certain events by 
paying amounts sufficient to redeem all Revenue 
Bonds then outstanding, the fees and expenses of the 
Trustee and all other amounts payable under the 
Indenture, or (ii) by depositing monies in the Bond 
Fund (as defined in the Indenture) or delivering to the 
Trustee governmental obligations sufficient in either 
case to provide for the release of the Indenture in 
accordance with its terms. Upon prepayment of the 
entire purchase price OVEC may terminate the Agree- 
ment. OVEC may also prepay the purchase price in 
part, such payments to be paid to the Trustee for 
deposit in the Bond Fund and credited against the 
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purchase price and used for the redemption or pur- 
chase of outstanding Revenue Bonds in the manner 
and to the extent the outstanding Revenue Bonds are 
redeemable or subject to purchase as provided in the 
Indenture. 


The Agreement provides that the purchase price will be 
required to be prepaid and all Revenue Bonds 
redeemed in the event that (a) on or before February 28, 
1978, neither a modification of the DOE Power Agree- 
ment providing for an extension of the term thereof 
through October 14, 1992, nor an interim arrangement 
for the supply by OVEC and/or IKEC of electric utility 
services to DOE at its existing gaseous diffusion plant 
near Portsmouth, Ohio through June 29, 1978, in either 
case including contract provisions obligating DOE to 
pay directly to the Trustee all interest components and 
principal components of the purchase price of the 
Project becoming due during the term of such modifi- 
cation or interim arrangement, shall have become 
effective; (b) on or before the thirty-first day prior to the 
date on which any such interim arrangement or any 
succeding interim arrangement would otherwise 
terminate, neither a further interim arrangement for a 
period of ninety days or more, nor a modification of the 
DOE Power Agreement referred to in clause (a) above, 
in each case including the contract provisions referred 
to in clause (a) above, shall have become effective; (c) 
any modification of the DOE Power Agreement is 
executed by OVEC which has the effect of reducing or 
eliminating DOE’s obligation to make payments of 
interest components and principal components of the 
purchase price for the Project; or (d) the DOE Power 
Agreement shall be about to terminate by action of 
DOE, as provided for in Section 8.2 of said agreement. 


It is stated that OVEC will take necessary action under 
its mortgage and deed of trust to release the electro- 
static precipitators and related equipment which are 
part of the Project from the lien of its mortgage, and, 
after such release, will convey them to the Authority 
free and clear of the mortgage lien. OVEC will receive 
from the Bond proceeds an amount equal to its original 
cost for the existing facilities so conveyed. 


It is contemplated that the Series A Bonds will be sold 
by the Authority pursuant to arrangements with a 
group of underwriters. Although OVEC will not be a 
party to the underwriting arrangements, it will not enter 
into the Agreement unless the terms of the Series A 
Bonds and their sale by the Authority are satisfactory 
to it. The Series A Bonds will be dated on or about the 
first day of the month in which they are issued, will 
bear interest semiannually and will mature not later 
than October 14, 1992. It is expected that the Series A 
Bonds will not be redeemable at the option of the 
Authority within 10 years from the date of their issue 
except under certain circumstances. The Series A 
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Bonds will be subject to mandatory redemption under 
the terms specified in the Indenture. 


The fees and expenses to be incurred in connection 
with the proposed transaction will be supplied by 
amendment. The Public Utilities Commission of Ohio 
and the Public Service Commission of Kentucky have 
jurisdiction over the proposed transaction. No other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 5, 1978, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
request. At any time after said date, the application- 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicant-declarant at the above-stated address, 
and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as filed or as it may be amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Ruies and Regulations pro- 
mulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20665/August 10, 1978 


In the Matter of 
INDIANA & MICHIGAN ELECTRIC COMPANY 


2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 





(70-6195) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
NOTES TO BANKS AND A COMMERCIAL PAPER 
DEALER; REQUEST FOR EXEMPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Indiana & Michigan 
Electric Company (“Il&M”), an electric utility subsidiary 
company of American Electric Power Company, Inc., a 
registered holding company, has filed with this 
Commission an application pursuant to the Public 
Utility Holding Company Act of 1935 (“Act”), desig- 
nating Section 6(b) of the Act and Rules 50(a)(2) and 
50(a)(5) promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the application, which is summarized 
below, for a complete statement of the proposed trans- 
action. 


1&M requests that from the date of the granting of this 
application to January 1, 1980, the exemption from the 
provisions of Section 6(a) of the Act, relating to the 
issuance of short-term notes, be increased to the 
extent necessary to cover the issuance and sale of 
notes to banks and commercial paper to a dealer in 
commercial paper in an aggregate amount not to 
exceed $125,000,000, all such indebtedness to mature 
not later than June 30, 1980. As of June 30, 1978, 1&M 
had $47,600,000 aggregate principal amount of short- 
term debt outstanding. 


1&M’s Amended Articles of Acceptance provide, inter 
alia, that 1&&M may not, without the consent of the 
holders of a majority of the total number of shares of 
cumulative preferred stock of all series then out- 
standing, issue any unsecured debt securities, as 
defined therein, if immediately after such issuance the 
total principal amount of all such unsecured debt 
securities (other than long-term unsecured debt 
securities not in excess of 10% of the capitalization of 
1&M) issued by 1&M would exceed 10% of the capitali- 
zation of 1&M. I1&M received the consent of such 
holders of the cumulative preferred stock at a special 
meeting of shareholders held on October 13, 1976, at 
which meeting 1&M was authorized to incur additional 
short-term debt in excess of 10% (but together with 
long-term unsecured indebtedness outstanding at the 
time of any computation not in excess of 20%) of the 
capitalization of 1&M through December 30, 1980, with 
all such excess short-term debt maturing not later than 
June 30, 1981. 


It is stated that 1&M has lines of credit with 39 named 
banks which total $295,990,000. For purposes of 
borrowing, these banks are of three classes. Each note 
to be issued to a Class | bank will mature not more than 
270 days after the date of issuance or renewal thereof, 
and will be prepayable at any time without premium or 
penalty. 1&M’s credit arrangements with these banks 


require it to maintain compensating balances equal to 
a percentage of the line of credit made available by the 
bank plus a percentage of any amount actually 
borrowed (generally not in excess of 10% of the line of 
credit and 10% of the amount borrowed). In most 
cases 1&M maintains deposit balances for its 
operational and financial needs in amounts sufficient 
to satisfy any compensating balances required with 
respect to borrowings from such banks. Borrowings 
from a Class | bank would generally bear interest at an 
annual rate nut greater than the bank’s prime 
commercial rate in effect from time to time. 


Each note to be issued to a Class II bank will mature 
not more than 90 days after the date of issuance or 
renewal thereof, and will be prepayable at any time 
without premium or penalty. |1&M’s credit arrangements 
with these banks require it to maintain compensating 
balances of 5% of the line of credit and to pay a fee 
equal to 4% of the bank’s prime commercial rate then 
in effect on the size of the line. The combination of 5% 
compensating balances and a fee is generally 
equivalent to compensating balances not in excess of 
10% of the line of credit made available. In addition, 
1&M must pay interest at the rate of 108.5% of the 
bank’s prime commercial rate then in effect on the 
borrowings. It is stated that if the balances maintained 
and the fees paid by |&M with and to the Class | and II 
banks were maintained and paid solely to fulfill 
requirements for borrowings by I!&M, the effective 
annual interest cost under either such arrangement, 
assuming full use of the line of credit, would not 
exceed 125% of the prime commercial rate in effect 
from time to time, or not more than 11.25% on the 
basis of a prime commercial rate of 9.0%. 


With respect to the Class Ill banks, 1&M has a money 
market facility at each of two named banks in an 
aggregate amount of $25,000,000. These money market 
facilities do not represent a formal commitment or 
engagement by these banks to I&M, but do represent 


merely the ability of 1&M to request unsecured 
borrowings, in the form of promissory notes, on a 
case-by-case basis. These money market facilities are 
available for unsecured borrowings in domestic dollars 
and/or in Eurodollars for periods of up to 180 days 
after the date of issuance, and any such borrowings 
will be prepayable at any time without premium or 
penalty. No compensating balances are required. The 
interest rate, which is presently to be negotiated on a 
case-by-case basis (using a 360 day year), is pegged to 
either the London Interbank Offering Rate plus a desig- 
nated percent, if the borrowings are made in Euro- 
dollars, or to a designated percent of the bank’s prime 
rate, if the borrowings are made in domestic dollars. It 
is stated that interest rates on these notes will be lower 
than the effective interest rates for borrowings made 
from Class | and II banks, including the effect of any 
compensating balances and fees paid. 


SEC DOCKET/565 





It is further proposed that commercial paper will be 
sold directly by |&M to Lehman Commercial Paper 
Incorporated (the “Dealer”). The commercial paper will 
consist of promissory notes in denominations of not 
less than $50,000 nor more than $5,000,000, of varying 
maturities, with no maturity more than 270 days after 
the date of issue; such notes will not be repayable prior 
to maturity and will be sold at a discount rate not in 
excess of the discount rate per annum prevailing at the 
time of issuance for commercial paper of comparable 
quality and maturity. No commercial paper will be 
issued having a maturity of more than 90 days if such 
commercial paper would have an effective interest cost 
to 1&M which exceeds the effective interest cost at 
which 1&M could borrow from commercial banks. The 
Dealer will reoffer the commercial paper, at a discount 
rate 1/8 of 1% per annum less than the discount rate at 
which such notes were purchased from !&M, to not 
more than 200 of the Dealer’s customers designated in 
anon-public list prepared by the Dealer in advance. No 
sales of such commercial paper will be made to any 
customer unless that customer has received up-to-date 
reports as to the credit position of 1&M. It is expected 
that the Dealer’s customers will hold such commercial 
paper to maturity; but if any such customer wishes to 
resell 1&M commercial paper prior to maturity, the 
Dealer, pursuant to a verbal repurchase agreement, will 
repurchase the commercial paper and reoffer it to other 
customers on its non-public list. 


The proceeds from the issue and sale of the notes will 
be used by I&M to reimburse its treasury for past 
expenditures made in connection with its construction 
program and to pay part of the cost of its future 
construction program. 1&M estimates its construction 
expenditures for the year 1978 and 1979 at $450,000,000 
(exclusive of the expenditures of its generating 
subsidiary). 


1&M claims exemption from the competitive bidding 
requirements of Rule 50 for the proposed issuance of 
notes to banks pursuant to paragraph (a)(2) thereof. 
Additionally, 1&M requests exemption from the 
competitive bidding requirements of Rule 50 for the 
proposed issue and sale of its commercial paper 
pursuant to paragraph (a)(5) thereof. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$12,000. No state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 6, 1978, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application 
which he desires to controvert; or he may request that 


566/SEC DOCKET 


he be notified if the Commission should order a 
hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request should be served personally or by mail upon 
the applicant at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date, the application, as filed or as it 
may be amended, may be granted as provided in Rule 
23 of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) 
and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20666/August 10, 1978 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


(70-5899) 


ORDER AUTHORIZING HOLDING COMPANY TO 
ISSUE ADDITIONAL COMMON STOCK TO THE 
COMPANY’S TAX REDUCTION EMPLOYEE STOCK 
OWNERSHIP PLAN 


The Columbia Gas System, Inc. (“Columbia”), a 
registered holding company, has filed post-effective 
amendments to a declaration previously filed with this 
Commission pursuant to Sections 6 and 7 of the Public 
Utility Holding Company Act of 1935 (“Act”) as appli- 
cable to the proposed transaction. 


By an order dated October 4, 1976 (HCAR No. 19704), 
the Commission authorized the issuance of up to 
125,000 shares of common stock by Columbia to 
Columbia’s Tax Reduction Employee Stock Ownership 
Plan (“TRESOP”) during the years 1976 and 1977 with 
respect to the tax years 1975 and 1976. As enacted 





under Section 301 of the Tax Reduction Act of 1975 
(“TRA of 1975”), the additional one-percent investment 
tax credit which funds the TRESOP was only available 
for the 1975 and 1976 tax years. The special 
one-percent investment tax credit has been extended to 
the 1977 through 1980 tax years under the Tax Reform 
Act of 1976 and Columbia proposes to continue to 
contribute authorized but unissued stock equal in value 
to the amount of the special one-percent investment 
tax credit to the TRESOP for the benefit of eligible 
System employees. Columbia now proposes to issue 
to the TRESOP up to 400,000 shares of authorized but 
unissued common stock. The stock (and cash as 
necessary for administrative purposes of the TRESOP 
Trust or for payment in lieu of fractional shares) would 
be contributed to the TRESOP within 30 days of the 
filing of Columbia’s tax return and thus will be made 
within 30 days of September 15 in the years 1978 to 
1981. 


Columbia presently has 50,000,000 shares of common 
stock authorized and 32,488,569 shares outstanding, of 
which 67,043 shares were issued as contributions to 
the TRESOP in 1976 and 1977 with respect to the 1975 
and 1976 tax years. As before, the number of new 
shares which will be issued will be determined based 
upon the amount of the additional one-percent invest- 
ment tax credit and the average of the closing prices of 
Columbia’s common stock on the New York Stock 
Exchange Composite Tape for the 20 consecutive 
trading days immediately preceding the date of issue, 
but in no case will the new shares be issued for less 
than the $10 par value of Columbia’s common stock. 
Based on qualified property additions by the System in 
1977 and on present estimates for 1978, 1979 and 1980, 
it is estimated that the additional one-percent invest- 
ment tax credit could amount to approximately 
$10,000,000 in total for the tax years 1977 through 
1980. At an assumed average trading price of $30 per 
share, it is presently estimated that approximately 
333,000 shares of stock would be issued for the four 
years involved: 


Columbia requests authorization to issue up to 400,000 
new shares to provide sufficient shares in case of 
differences in estimates for the investment tax credit 
and fluctuations in the market price of Columbia 
common stock. 


It is estimated that stould the entire 400,000 shares be 
issued, no employee would receive more than a total of 
225 shares of stock as a result of the additional one- 
percent investment tax credit for the 1977 through 1980 
tax years. 


Except for certain technical amendments adopted at 


the request of the Internal Revenue Service in 
connection with the determination that the TRESOP 
complies with Section 301 of the TRA of 1975, the 


TRESOP has not been changed from that originally 
filed. 


Columbia still does not intend to seek qualified status 
for the TRESOP under Section 401 of the Internal 
Revenue Code. Dividends on the shares held in the 
TRESOP will continue to be paid currently to the 
beneficial owners. 


As before, the Trustee of the TRESOP will not be per- 
mitted to vote the shares it holds, unless it shall have 
received voting instructions from participating 
employees. 


The fees and expenses to the incurred in connection 
with the proposed transaction are estimated at 
$13,200. It is stated that no state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective amend- 
ments has been given in the manner prescribed in Rule 
23 promulgated under the Act (HCAR No. 20627), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and than no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration, as 
amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20667/August 10, 1978 


In the Matter of 
GULF POWER COMPANY 
75 North Pace Boulevard 


P.O. Box 1151 
Pensacola, Florida 32520 
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(70-6197) 


NOTICE OF PROPOSAL TO ISSUE AND SELL FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Gulf Power Company 
(“Gulf”), an electric utility subsidiary of The Southern 
Company, a registered holding company, has filed an 
application-declaration and an amendment thereto 
with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 6(a) and 7 of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed transaction. 
All interested persons are referred to the application- 
declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


Gulf proposes to issue up to $25,000,000 principal 
amount of its first mortgage bonds of a series having a 
term of not less than five years nor more than thirty 
years (“Bonds”) and to sell such securities at competi- 
tive bidding for a price to Gulf of not less than 98% nor 
more than 101-%% of the principal amount thereof 
plus accrued interest. 


The Bords will be issued under the Indenture dated as 
of September 1, 1941, between Gulf and The Chase 
Manhattan Bank (National Association) and The 
Citizens & Peoples National Bank of Pensacola, as 
Trustees, as heretofore supplemented by various 
indentures supplemental thereto and as to be further 
supplemented by a Supplemental Indenture to be dated 
as of September 1, 1978. 


Gulf states that it is difficult to determine, under 
present bond market corditions, whether it would be 
more advantageous to sell Bonds having a 30-year or 
some shorter term. It is proposed, therefore, that Gulf 
decide on the term of the Bonds after the date of public 
invitation for proposals and then notify prospective 
bidders by telephone, confirmed in writing, of its 
decision, not less than 72 hours prior to the time of the 
bidding. 


Gulf proposes to use the proceeds from the sale of the 
Bonds, along with other funds, in financing its 1978 
construction program, to retire $1,631,000 principal 
amount of first mortgage bonds in April, 1978 and to 
reduce notes payable. Other funds used or currently 
proposed to be used for such purposes inciude (1) 
$9,000,000 of additional equity funds from Southern, 
(2) $1,500,000 of funds received in April, 1978 from 
pollution control obligations issued by a_ public 
authority to finance certain of Gulf’s pollution control 
facilities and (3) funds expected to be accumulated 
from internal sources. 


Gulf estimates that no additional financing will be 
required for construction purposes during 1978 except 
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for the issuance of short-term notes payable to be: 
made after the sale of the Bonds. It is estimated that no 
short-term notes payable will be outstanding at 
December 31, 1978. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$192,000, including legal fees of $22,500 and 
accounting fees of $21,500. The fee of counsel for the 
purchasers of the Bonds is estimated at $15,000 and 
will be paid by the successful bidders. The proposed 
transaction is subject to the jurisdiction of the Florida 
Public Service Commission. It is stated that no other 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than September 6, 1978, request 
in writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by the filing which 
he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, 
as amended or as it may be further amended, may be 
granted and permitted to become effective as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will receive 
any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any postpone- 
ments thereof. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10353/August 4, 1978 


In the Matter of 


BULLOCK TAX-FREE SHARES, INC. 
One Wall Street 
New York, New York 10005 


(812-4292) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 10(f) OF THE ACT FOR AN ORDER 
EXEMPTING CERTAIN TRANSACTIONS FROM THE 
PROVISIONS OF SECTION 10(f). 


NOTICE IS HEREBY GIVEN that Bullock Tax-Free 
Shares, Inc. (“Fund”), a Maryland corporation, filed an 
application on April 18, 1978, and amendments thereto 
on July 14, 1978, and August 3, 1978, pursuant to 
Section 10(f) of the Investment Company Act of 1940 
(“Act”), for an order of the Commission exempting 
certain transactions of the Fund from Section 10(f) of 
the Act so as to permit the Fund to purchase Municipal 
Bonds (as hereinafter defined) in public offerings in 
which W.H. Morton & Co. (“Morton & Co.”), which may 
be deemed to be a person of which a director of the 
Fund is an affiliated person, participates as a principal 
underwriter, subject to certain conditions specified in 
the application and set forth below. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
made therein, which are summarized below. 


The application states that the Fund is a diversified, 
open-end, management investment company and is 
registered under the Act; the Fund’s Registration 
Statement filed on Form S-5 under the Securities Act of 
1933 was declared effective on January 15, 1977. 
According to the application, the Fund’s investment 
objective is to provide shareholders with as high a level 
of current interest income exempt from federal income 
taxes as is considered to be consistent with preser- 
vation of capital; it invests in a diversified portfolio of 
obligations issued by or on behalf of states, territories 
and possessions of the United States, the District of 
Columbia, and their political subdivisions, agencies 
and instrumentalities, the interest from which is 
exempt from federal income taxation (such obligations 
being referred to herein as “Municipal Bonds”). 


According to the application, Mr. John F. Thompson, a 
director of the Fund, is an employee of W.H. Morton & 
Co., Inc., (“Morton, Inc.”) a subsidiary of American 
Express Company (“American Express’) and also acts 
as a consultant to Calvin Bullock, Ltd., a registered 


investment adviser which acts as investment adviser to 
the Fund; Mr. Thompson is described in the Fund’s 
prospectus dated June 15, 1978, as an “interested” 
person of the Fund as that term is defined in Section 
2(a)(19) of the Act. The application states that as an 
employee of Morton, Inc., Mr. Thompson renders sub- 
stantial services to Morton & Co., a division of 
American Express which is a registered broker-dealer, 
which participates as an underwriter in a substantial 
number of public offerings of Municipal Bonds, and 
which acts as a broker and dealer in Municipal Bonds. 
The application states that Morton, Inc. is not currently 
engaged in any business other than employer of Mr. 
Thompson. The Fund concedes that because Mr. 
Thompson performs the duties that may reasonable be 
expected of an officer of Morton & Co., even though he 
is neither an officer nor a director, but rather an 
employee of Morton, Inc., he might be considered to 
be an “affiliated person” of Morton & Co. within the 
provisions of Section 2(a)(3) of the Act and if so the 
Fund would be precluded by the provisions of Section 
10(f) from purchasing, during the existence of an 
underwriting or selling syndicate, any Municipal Bonds 
of which Morton is a principal underwriter. 


According to the application, the services rendered to 
Morton & Co. by Mr. Thompson include participation in 
decisions as to whether and what amount of Municipal 
Bonds will be underwritten by Morton & Co., which 
Municipal Bonds Morton & Co. will make markets in or 
carry inventories of and what advice Morton & Co. will 
render to its clients as to investing in, carrying or 
seliing Municipal Bonds. 


Section 10(f) of the Act, in pertinent part, provides that 
no registered investment company shall knowingly 
purchase or acquire, during the existence of any under- 
writing or selling syndicate, any security a principal 
underwriter of which is an officer, director, investment 
adviser or employee of such investment company, or is 
a person of which any such officer, director, 
investment adviser or employee is an affiliated person. 
That Section further provides that the Commission, by 
rules or regulations upon its own motion or by order 
upon application, may, conditionally or uncondition- 
ally, exempt any transaction or classes of transactions 
from the restrictions contained therein to the extent 
such exemption is consistent with the protection of 
investors. 


Pursuant to the rule-making authority granted by 
Section 10(f), the Commission adopted Rule 10f-3 in 
1958. That Rule provides that a purchase of securities 
by a registered investment company prohibited by 
Section 10(f) of the Act shall be exempt from the 
provisions of that Section if certain conditions, 
including the condition that the securities to be 
purchased are part of an issue effectively registered 
under the Securities Act of 1933, are satisfied. 
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The Fund states that Rule 10f-3 was designed for 
underwritten offerings of corporate equity and debt 
securities whereas the Fund intends to invest primarily 
in Municipal Bonds. According to the application, 
underwritten offerings of Municipal Bonds are 
conducted under different terms and conditions than 
corporate underwritings and for several reasons do not 
fit within the framework of Rule 10f-3. For example, 
there is no registration requirement for Municipal 
Bonds under the Securities Act of 1933 as required by 
Rule 10f-3. Therefore, the Fund asserts that it will be 
precluded from taking advantage of the exemption 
afforded by the Rule and will be unable to purchase 
Municipal Bonds in public offerings where Morton & 
Co. participates as a “principal underwriter,” as such 
term is defined in the Act. 


It is the Fund’s contention, as stated in its application, 
that due to the special nature of the Municipal Bond 
market and its emphasis on distributions through 
underwriting syndicates, the Fund must have access to 
the primary underwriting market in order to obtain best 
price and execution in the accumulation of portfolio 
securities. Because of the large participation of Morton 
& Co. in these underwritings, the Fund believes that 
the prohibition of Section 10(f) would, unless modi- 
fied, prejudice the Fund by precluding access to a sig- 
nificant part of the Municipal Bond market. The Fund 
states that although there is a large secondary market 
in Municipal Bonds, such secondary market lacks the 
depth and liquidity of the corporate bond market or 
money market and is more susceptible to sharp price 
fluctuations. 


In order for the Fund to participate in public offerings 
of Municipal Bonds in which Morton & Co. is a “prin- 
cipal underwriter,” the Fund seeks an order of the 
Commission exempting its proposed future purchases 
of Municipal Bonds, from unaffiliated underwriters 
during the existence of an underwriting syndicate in 
which Morton & Co. participates as a principal under- 
writer, from Section 10(f) on the basis of the terms 
summarized below, which are discussed in its applica- 
tion. These terms are based upon Rule 10f-3, revised 
for the purposes of the requested exemptive order. 


Terms of the Proposed Order 
The exemptive order sought by the Fund would be sub- 
ject to the following conditions (paragraph references 
are keyed to the text of Rule 10f-3): 
(a) The securities to be purchased shall be: 
(1) Part of an issue of publicly offered 
Municipal Bonds, the interest on which is 
exempt from federal income tax; 
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(2) Purchased at not more than the public 
offering price prior to the end of the first full 
business day after the first date on which 
the issue is offered to the public; 


(3) Offered pursuant to an underwriting 
agreement pursuant to which the under- 
writers are obliged to purchase all of the 
Municipal Bonds being offered, if any are 
purchased; 


(4) Acquired pursuant to an order (which 
may be conditional) placed by the Fund with 
an underwriter, including the managing 
underwriter or underwriters, not earlier than 
two days after the first public announce- 
ment of the offering and prior to the first 
date on which the issue is offered to the 
public; 


(5) Purchased in an unsolicited trans- 
action originating with the Fund or its in- 
vestment adviser; and 


(6) Purchased in transactions for which 
records are maintained setting forth the 
reasons for the purchase and for the sale, if 
any, of any portfolio securities related to the 
transaction, which records shall be 
available for inspection by the Commission. 


(b) The gross commission, spread or profit to the 
principal underwriter shall not exceed 2.5 percent of 
the principal amount of the issue. 


(c) On the date of purchase the issue shall have re- 
ceived an investment grade rating from Standard & 
Poor’s Corporation or Moody’s Investors Service, Inc.; 
provided, however, if the issuer of the securities to be 
purchased, or the entity supplying the revenues from 
which the issue is to be paid, shall have been in con- 
tinuous operation for less than three years, including 
the operations of any predecessor, then on the date of 
purchase the issue shall have received a rating of “A” 
or better from Standard & Poor’s Corporation or 
Moody’s Investors Service, Inc. 


(d) The principal amount of Municipal Bonds to be 
purchased by the Fund or by the Fund and any other 
investment companies having the same investment ad- 
viser, shall not exceed 3 percent of the principal 
amount of the issue being underwritten or $500,000 in 
principal amount, whichever is greater, but in no event 
greater than 10% of the principal amount of the issue. 


(e) The consideration to be paid by the Fund in 
purchasing the Municipal Bonds being offered shall 
not exceed 3 percent of the total assets of the Fund; 
provided, that if such consideration shall exceed 





$1,000,000, it shall not exceed 2 percent of the Fund’s 
total assets. 


(f) The Fund will not make purchases of the 
Municipal Bonds being offered directly or indirectly 
(including purchases from syndicate managers de- 
signated as group sales or otherwise allocated to the 
account of persons designated in clause (i), (ii) or (iii)) 
from (i) Morton & Co. or any affiliated person thereof, 
(ii) an officer, director, member of an advisory board, 
investment adviser or employee of the Fund, or (iii) a 
person of which any such officer, director, member of 
an advisory board, investment adviser or employee is 
an affiliated person; the Fund having represented that 
it will keep its non-interested directors completely in- 
formed, and fully aware, of the available alternatives 
with respect to recapture of the costs of portfolio trans- 
actions and having undertaken to take such steps as 
may be necessary to seek to implement any such re- 
capture, including the filing of applications for ex- 
emntions under the Act, if the non-interested directors 
should determine that recapture is in the best interests 
of the Fund or if otherwise required by developments in 
the law. 


(g) The purchase of the securities being offered shall 
have been authorized or approved by a resolution of the 
board of directors of the Fund, or of a committee 
composed of at least three members of such board (a 
majority of which must be non-interested persons of 
the Fund), which resolution shall state that in the 
judgment of the board or committee, the purchase of 
securities proposed will meet all the requirements of 
paragraphs (a) through (f) above and which authoriza- 
tion or approval shall have been supported by the vote 
(at a meeting or by written consent given without a 
meeting) of not less than a majority of the members of 
the board of directors or of the committee who were 
not interested cersons of the Fund. 


(h) The Fund shall set forth all transactions 
conducted pursuant to the exemptive order in its 
quarterly reports filed with the Commission on Form 
N-1Q. In addition. information as to such transactions 
shall be containec in the notes to the Fund’s published 
financial statemerts. 


(i) The officers and directors of the Fund and its 
investment adviser assume the burden of establishing 
that each transaction made pursuant to the exemptive 
order is consistent with the purpose of such order to 
assure that the selection of the Fund’s portfolio 
securities is in the interest of the Fund’s security 
holders rather than in the interest of its affiliated 
persons, Morton & Co., affiliated persons thereof, or in 
the interest of underwriters, brokers or dealers. 


The Fund states that, as set forth in Investment Com- 
pany Act Release No. 2797 (December 2, 1958), the 


conditions to the exemption from Section 10(f) con- 
tained in Rule 10f-3 are designed to permit purchases 
without an exemptive order where the circumstances 
are such as to make it unlikely that the purchase will be 
inconsistent with the protection of investors. The Fund 
contends in its application that the exemption sought 
from the prohibition of Section 10(f) is consistent with 
the protection of investors. The Fund further contends 
that the terms of the exemption sought in its applica- 
tion attempt to incorporate the substantive provisions 
of Rule 10f-3 into a framework taking into account the 
realities of Municipal Bond underwritings so as to 
permit effective use of the exemption and at the same 
time making it unlikely that a purchase thereunder will 
not be consistent with the protection of investors. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 28, 1978 at 
5:30 P.M., submit to the Commission in writing a re- 
quest for a hearing on the application accompanied by 
a Statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon the 
Fund at the address stated above. Proof of such service 
(by affidavit or, in case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as of 
course following said date, unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10354/August 4, 1978 


In the Matter of 
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LINCOLN NATIONAL INVESTMENT PLANS 
1300 South Clinton Street 
Fort Wayne, Indiana 46801 


(811-2251) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


Lincoln National Investment Plans (“Applicant”), a unit 
investment trust registered under the Investment 
Company Act of 1940 (the “Act”), filed an application 
on May 10, 1978, pursuant to Section 8(f) of the Act for 
an order of the Commission declaring that Applicant 
has ceased to be an investment company as defined in 
the Act. 


On July 6, 1978, a notice (Investment Company Act 
Release No. 10312) was issued of the filing of said 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Lincoln National 
Investment Plans, shall cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10355/August 7, 1978 


In the Matter of 

ASA LIMITED 

and 

SOUTH AFRICAN INVESTMENT ADVISER 
(PROPRIETARY) LIMITED 

54 Marshall Street 


Johannesburg, South Africa 
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(812-4290) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT 


ASA Limited (“ASA”), a closed-end, non-diversified 
management investment company registered under the 
Investment Company Act of 1940 (“Act”), and South 
African Investment Adviser (Proprietary) Limited 
(“SAIA”), the investment adviser to ASA, filed an 
application on April 7, 1978, and an amendment thereto 
on June 8, 1978, for an order pursuant to Section 17(b) 
of the Act exempting from the provisions of Section 
17(a) of the Act a proposed sale by SAIA to ASA of 
office equipment and certain other property owned by 
SAIA. 


On July 11, 1978, a notice was issued (Investment 
Company Act Release No. 10319) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordred. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
terms of the proposed transaction are reasonable and 


fair and do not involve overreaching on the part of any 
person concerned, and that the proposed transaction is 
consistent with the policies of ASA and with the 
general purposes of the Act. Accordingly, 


IT |S ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed sale by SAIA be, and hereby is, 
exempted from the provisions of Section 17(a) of the 
Act. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10356/August 10, 1978 


In the Matter of 
BANKERS SECURITY VARIABLE ANNUITY FUND A 


BANKERS SECURITY VARIABLE ANNUITY FUND B 





BANKERS SECURITY VARIABLE ANNUITY FUND C 
BANKERS SECURITY VARIABLE ANNUITY FUND D 
BANKERS SECURITY VARIABLE ANNUITY FUND E 
BANKERS SECURITY VARIABLE ANNUITY FUND F 
BANKERS SECURITY VARIABLE ANNUITY FUND G 
BANKERS SECURITY VARIABLE ANNUITY FUND H 
BANKERS SECURITY LIFE INSURANCE SOCIETY 
1701 Pennsylvania Avenue, N.W. 

Washington, D.C. 20006 

and 

OPPENHEIMER FUND, INC. 

OPPENHEIMER A.I.M. FUND, INC. 

OPPENHEIMER INCOME FUND OF BOSTON, INC. 
OPPENHEIMER TAX-FREE BOND FUND, INC. 
OPPENHEIMER MONETARY BRIDGE, INC. 
OPPENHEIMER TIME FUND, INC. 

OPPENHEIMER SPECIAL FUND, INC. 
OPPENHEIMER OPTION INCOME FUND, INC. 
OPPENHEIMER HIGH YIELD FUND, INC. 


OPPENHEIMER SYSTEMATIC CAPITAL ACCUMU- 
LATION PROGRAM 


OPPENHEIMER CAPITAL ACCUMULATION PRO- 
GRAM OF SHARES OF A.!.M. FUND, INC. 


OPPENHEIMER MANAGEMENT CORPORATION 
One New York Plaza 
New York, New York 10004 


(812-4333) 


NOTICE OF FILING OF APPLICATION FOR AMEND- 
MENT TO ORDER PURSUANT TO SECTION 11 OF THE 
ACT FOR APPROVAL OF OFFERS OF EXCHANGE, 
AND PURSUANT TO SECTION 6(c) OF THE ACT FOR 
AMENDMENT TO ORDER OF EXEMPTION FROM 
Section 27(a)(3) AND RULE 27a-2 THEREUNDER, 
SECTIONS 27(d), 27(e), 27(f) AND RULES 27e-1 AND 
27f-1 THEREUNDER, SECTION 26(a), AND SECTION 
27(c)(2). 


NOTICE IS HEREBY GIVEN that Bankers Security Life 
Insurance Society (“Bankers Security”), a New York 


stock life insurance company; Bankers Security Vari- 
able Annuity Fund A (“Separate Account A”), Bankers 
Security Variable Annuity Fund B (“Separate Account 
B”), Bankers Security Variable Annuity Fund C 
(“Separate Account C”), a unit investment trust 
registered under the Investment Company Act of 1940 
(the “Act”); Bankers Security Variable Annuity Fund D 
(“Separate Account D”), Bankers Security Variable 
Annuity Fund E (“Separate Account E”), Bankers 
Security Variable Annuity Fund F (“Separate Account 
F”), Bankers Security Variable Annuity Fund G 
(“Separate Account G”), and Bankers Security Variable 
Annuity Fund H (“Separate Account H”), a unit invest- 
ment trust registered under the Act, Oppenheimer 
Fund, Inc., Oppenheimer A.I.M. Fund, Inc., Oppen- 
heimer Income Fund of Boston, Inc., Oppenheimer 
Tax-Free Bond Fund, Inc., Oppenheimer Monetary 
Bridge, Inc., Oppenheimer Time Fund, Inc., Oppen- 
heimer Special Fund, Inc., Oppenheimer Option 
Income Fund, Inc., and Oppenheimer High Yield Fund, 
inc., diversified open-end investment companies 
registered under the Act; and Oppenheimer Systematic 
Capital Accumulation Program (“OSCAP”), Oppen- 
heimer Time Fund Capital Accumulation Program 
(“TIMECAP”), and Oppenheimer Capital Accumulation 
Program of Shares of A.I.M. Fund, Inc. (“AIMCAP”), 
unit investment trusts registered under the Act, (here- 
inafter collectively referred to as “Applicants”) filed an 
application on July 14, 1978, and an amendment 
thereto on August 3, 1978, pursuant to Section 11 of 
the Act for an amended order approving certain offers 
of exchange, and pursuant to Section 6(c) of the Act for 
an amended order of exemption from Section 27(a)(3) 
and Rule 27a-2 thereunder, Sections 27(d), 27(e), 27(f), 
and Rules 27e-1 and 27f-1 thereunder, Section 26(a) 
and Section 27(c)(2). All interested persons are referred 
to the Application on file with the Commission for a 
statement of the representations therein which are 
summarized below. 


Previously, by application dated October 3, 1975, and 
amendments thereto, the Applicants, with the 
exception of Separate Accounts G and H, the Oppen- 
heimer Option Income Fund, Inc., the Oppenheimer 
Tax-Free Bond Fund, Inc., and the Oppenheimer High 
Yield Fund, Inc. applied for an order approving the 
certain offers of exchange described in the application 
and for exemptions from the above-named Sections 
and Rules. On February 17, 1976, a Notice was issued 
of the filing of said application (Investment Company 
Act Release No. 9160) and an Order was issued on 
March 19, 1976, granting the relief requested in the 
application (Investment Company Act Release No. 
9212). 


By Application dated August 22, 1977, and an amend- 
ment thereto, Separate Account G, the Oppenheimer 
Option Income Fund, Inc. and the Oppenheimer Tax- 
Free Bond Fund, Inc. applied to be added as partici- 
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pants in the offers of exchange in order that those 
Applicants could receive the benefits of exemptions 
previously granted to the other described Applicants. 
No additional relief was requested. On September 28, 
1977, a Notice was issued of the filing (Investment 
Company Act Release No. 9949) and an Amended 
Order was issued on October 31, 1977, granting the 
relief requested in the application (Investment 
Company Act Release No. 9979). 


The purpose of this application is to amend the afore- 
mentioned Orders solely to add Separate Account H 
and the Oppenheimer High Yield Fund, Inc. as partici- 
pants in the offers of exchange in order that these new 
Applicants may receive the benefits of exemptions 
previously granted to the other described Applicants. 


There is no additional relief requested although in 
connection with transfers of less than $25,000 from the 
Oppenheimer High Yield Fund, Inc. to Separate 
Account H, a reduced sales charge will be imposed. 
Separate Account H was established by Bankers 
Security Life Insurance Society on July 7, 1978, and is 
included in the unit investment trust which now 
consists of Separate Accounts D, E, F, and G. The 
assets of Separate Account H are to be invested at net 
asset value in shares of the Oppenheimer High Yield 
Fund, Inc., (the “Fund”). 


Shares of the Fund which have been issued for not less 
than six months and shares of the Fund acquired 
through reinvestment of dividends and distributions on 
such Fund shares may be exchanged at net asset value 
(without a sales charge) for charges of any of the funds 
in the Oppenheimer Group. 


The Oppenheimer Group consists of the following 
funds: 


Oppenheimer Fund, Inc., Oppenheimer A.I.M. Fund, 
Inc., Oppenheimer Income Fund of Boston, Inc., 
Oppenheimer Tax-Free Bond Fund, Inc., Oppenheimer 
Monetary Bridge, Inc., Oppenheimer Time Fund, Inc., 
Oppenheimer Special Fund, Inc., Oppenheimer Option 
Income Fund, Inc., Hamilton Funds, Inc., Hamilton 
Growth Fund, Inc., and Hamilton Income Fund, Inc. 
Six months after the commencement of the continuous 
offering of shares of the Fund, shares of each fund in 
the Oppenheimer Group, other than shares of Oppen- 
heimer Monetary Bridge, Inc., Oppenheimer Tax-Free 
Bond Fund, Inc. and Hamilton Income Fund, Inc., 
which were purchased at net asset other than by share 
exchange value may be exchanged for shares of the 
Fund on the same basis. 


A fee of $5.00 is charged for handling each exchange. 
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Section 11 


Section 11(a) makes it unlawful for any registered 
open-end investment company or principal underwriter 
therefore to make an offer to the holder of a security of 
such company or of any other open-end investment 
company to exchange his security for a security in the 
same or another such company on any basis other than 
the relative net asset values of the respective securities 
to be exchanged unless the terms of the offer have first 
been submitted to and approved by the Commission. 
Section 11(c) of the Act provides that, irrespective of 
the basis of exchange, the provisions of subsection (a) 
shall be applicable to any type of offer of exchange of 
the securities of registered unit investment trusts for 
the securities of any other investment company. 


Applicants propose to amend the Orders set forth in 
Release 9212 and Release 9979 by offering certain 
additional exchange privileges as follows: 


(1) First Exchange Right. After the Fund com- 
mences a continuous offering of its shares, Bankers 
Security and Separate Account H propose to offer 
participations in Separate Account H through non- 
qualified, immediate or deferred individual single 
payment variable annuity contracts to (i) all share- 
holders of Oppenheimer High Yield Fund, Inc., 
Oppenheimer Option Income Fund, Inc., Oppenheimer 
Fund, Inc., Oppenheimer A.I.M. Fund, Inc., 
Oppenheimer Time Fund, Inc., and Oppenheimer 
Income Fund of Boston, Inc. (hereinafter collectively 
referred to as the “Funds” and individually as a “Fund”) 
and (ii) planholders of OSCAP, TIMECAP, and 
AIMCAP, registered unit investment trusts (collectively 
referred to as “Oppenheimer Unit Trusts”) in exchange 
for shares of the Funds held directly, and indirectly in 
the case of the Oppenheimer Unit Trusts. Such 
exchange would take place on the following basis: 


Regarding a shareholder of a Fund, the exchange 
would be initiated by written request of a shareholder 
and delivery of any issued share certificates to the 
Transfer Agent. The exchange would be accomplished 
by the redemption of the Fund shares at net asset value 
next determined after receipt of the request for 
exchange and the reinvestment of the proceeds, 
without a sales charge (except for reduced sales 
charges described below for transfers from the 
Oppenheimer Oppenheimer High Yield Fund, Inc.) in 
accumulation units of Separate Account H at a value 
next determined after receipt of the assets for purchase 
of an individual variable annuity contract. If a deferred 
variable annuity is purchased, an additional deduction 
of 0.25% would be made as a premium for the 
minimum death benefit. Except for this minimum 
death premium and reduced sales loads to be charged 
on certain transfers from the Oppenheimer High Yield 
Fund, Inc., no fee is charged for this exchange. Any 





other prior charge which was specified in the original 
application has been waived on all exchanges. 


Any holder of (A) a single payment plan issued by any 
of the Oppenheimer Unit Trusts, or (B) a systematic 
plan of TIMECAP, or (C) a systematic plan issued by 
any of the other Oppenheimer Unit Trusts who had held 
his plan for at least 18 months, may exchange his plan 
for an individual variable annuity certificate. The 
exchange would be accomplished by terminating the 
plan, redeeming the Fund shares held under that plan 
at the net asset value next determined after receipt of 
the request for exchange and reinvesting the proceeds 
without a sales charge in accumulation units of 
Separate Account H at their value next determined after 
receipt of the assets for purchase. For a deferred 
variable annuity, there would be a deduction of 0.25% 
of such proceeds as a premium for the Minimum Death 
Benefit. For the reason noted above, the reference to 
the 90-day holding period for (A) and (B) are deleted. 
The $5.00 exchange fee has also been waived. 


Applicants assert that the purpose of the First 
Exchange Right is to permit a shareholder or 
planholder who desires to carry on his investment in an 
investment medium managed by Oppenheimer 
pursuant to a variable annuity contract rather than 
directly or through his Plan, to do so without paying a 


Total 
Deductions 
Charged By 
Separate 
Account H* 
Periodic Fuyments . 8.50% 
Single Payments: 
Less than $10,000 
$10,009 bit less 
than $2,000 . 
$25,000 but less 
than $50,000 . 
$50,000 tut less 
than $100,000 . 
$100,000 but less 
than $250,000 . 
$250,000 but less 
than $500,000 . 
$500 ,000 and over 


7.50% 
6.09% 
4.00% 
3.09% 


2.00% 
1.00% 


sales charge except for certain reduced charges with 
regard to the Oppenheimer High Yield Fund, Inc. 


Applicants contend that a sales charge should be 
imposed on the exchange from the Fund to Separate 
Account H only to the extent the sales charge of the 
Oppenheimer High Yield Fund during the continuous 
offering period differs from the total deductions 
charged by Separate Account H. The following table 
illustrates the charge to be imposed: 


Table appears below 


The charge of 1.75% is to consist of a sales charge of 
1.50% and the Minimum Death Benefit of .25%. When 
an Immediate Variable Annuity is requested, the 
Minimum Death Benefit charge will not be made. 


Applicants contend that the sales charges imposed for 
exchanges involving less than $25,000 will mean that 
all of the Contract Holders of Separate Account H will 
have the opportunity to incur substantially the same 
percentage loads, depending upon the amount 
invested, whether they purchase during the initial or 
the continuous offering of the Fund. Applicants further 
contend that such reduced charges incurred upon 
transfer into Separate Account H from the Fund will 
mean that a participant will pay the same percentage 


Total 
Deductions 
Charged By 
Fund During 
Continuous 
Offering 
Period 


Difference 
To Be Imposed 
Upon Exchange* 








N/A N/A 
6.75% 
6.75% 


6.00% 


1.75% 


~ 15% 


4.00% 


3.00% 


2.00% 
1.00% 


* Assumes the Minimum Death Benefit Charge of .25% is applied. 
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load whether he invests directly into Separate Account 
H or first purchases shares in the Fund during the 
continuous offering period and then transfers into 
Separate Account H. Applicants point out that share- 
holders who purchase Fund shares in the initial Fund 
offering will be purchasing shares with a maximum 
sales charge of 5.70% for purchases under $10,000, 
and reduced charges for higher amounts. The 
maximum sales charge will be increased to 6.75% for 
shares purchased in the Fund’s continuous offering. 
For purposes of transferring into Separate Account H, 
however, the Separate Account will only charge the 
difference, if any,between the Fund’s continuous 
offering sales charge and the Separate Account’s total 
deduction charge, regardless if Fund shares were 
purchased in the initial or continuous offering. 
Applicants assert that everyone will have the same 
opportunity to buy Fund shares during the initial 
offering and realize a savings because of the reduced 
sales charges during the initial offering. 


The Applicants assert that a full sales charge should 
not be imposed for the exchange, however, because 
sales charges will have already been assessed at the 
time of entry into the Fund. No charges should be 
imposed on the exchange of securities for over $25,000 
for variable annuity contracts issued by Separate 
Account H, because full sales charges have already 
been assessed to these security holders. The 
Applicants further assert that no charges should be 
imposed on the exchange of securities issued by 
Oppenheimer Fund, Inc., Oppenheimer Income Fund 
of Boston, Inc., Oppenheimer Option Income Fund, 
Inc., Oppenheimer A.I.M. Fund, Inc., Oppenheimer 
Time Fund, Inc. or an Oppenheimer Unit Trust for 
variable annuity contracts issued by the Separate 
Account H because full sales charges have already 
been assessed. In addition, shareholders and certifi- 
cateholders of the Funds and the Oppenheimer Unit 
Trusts already are famiiiar with the managers of the 
investment companies which serve as the underlying 
investment media of Separate Account H. As a result, 
any selling effort in connection with the transfer will be 
reduced. 


(2) Second Exchange Right. 
permit, without imposition of a sales load, exchange of 
deferred variable annuity contracts issued by Separate 
Accounts D, E, F, G and H and sold by Bankers 
Security, on the basis of the accumulated values 
thereof, for other deferred variable annuity contracts 
sold by Bankers Security of the same type and class. 


Applicants propose to 


Non-tax qualified contracts will be issued by Separate 
Accounts D, E, F, G and H. Thus, a contract owner 
holding a contract under Separate Account D would 
have the option of exchanging his contract, without 
additional load, for a contract issued by Separate 
Accounts E, F, G or H on the basis of the net asset 
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values of each Separate Account. Because Separate 
Accounts A, B and C are tax qualified accounts, 
transfers from one of these accounts can only be made 
to another of these tax-qualified Separate Accounts. 
Similarly, because Separate Accounts D, E, F, G and H 
arenon .ualified, transfers from one of these accounts 
can only be made to another of these non-tax qualified 
Separate Accounts. 


With respect to the Second Exchange Right, Appli- 
cants contend that such exchange right is consistent 
with the protection of variable annuity contract owners 
or participants and the purpose clearly intended by the 
policy and provisions of the Act. The only purpose of 
exercising this exchange provision is to provide such 
contract owners and participants the right to obtain a 
contract which invests in shares of an investment 
company which operates under investment objectives 
more closely aligned with such contract owner’s or 
participant’s financial needs. This provides such 
contract owner or participant with greater flexibility in 
planning for his financial future. 


Sections 27(a)(3) and Rule 27a-2 


Section 27(a)(3) of the Act provides that no registered 
investment company issuing periodic payment plan 
certificates and no depositor of or underwriter for 
such company may sell any such certificate if the 
amount of sales load deducted from any one of the first 
twelve monthly payments exceeds proportionately the 
amount deducted from any other such payment, or if 
the amount deducted from any subsequent payment 
exceeds proportionately the amount deducted from any 
other subsequent payment. Rule 27a-2 under the Act 
exempts a registered separate account, and any 
depositor of or underwriter for such account, from 
Section 27(a)(3) if the proportionate amount of sales 
load deducted from any payment during the contract 
period does not exceed the proportionate amount 
deducted from any prior payment during the contract 
period. 


Applicants state that where a no-load transfer from one 
Separate Account to another Separate Account takes 
effect, there will be a subsequent continuation of 
periodic payments subject to the sales load 
deductions. Accordingly, Applicants request an 
exemption from Section 27(a)(3) and Rule 27a-2 there- 
under to the extent necessary to permit such practice. 


Applicants state that deductions will have already been 
made against past purchase payments and that the 
transfer from one Separate Account to another will be 
based on net accumulated values thereof, after these 
deductions were made. Applying net accumulated 
values from one Separate Account to another will not 
involve additional sales activities as to require 
imposition of an additional sales charge and allowingd 





no-load transfers in the manner proposed will avoid an 
unnecessary exemption and will not conflict with the 
purpose of Section 27(a)(3) which was to curb abuses 
associated with front-end load arrangements on 
mutual fund contractual plans by, in part, lessening 
the possible loss which could be incurred upon early 
termination of such a plan. Since the deductions for 
sales expenses under the Contracts do not involve the 
kind of front-end load arrangements at which Section 
27(a)(3) is directed, Applicants submit that the 
deductions cannot lead to the abuses intended to be 
curbed by Section 27(a)(3). Applicants state further 
that the circumstances in which charges for sales and 
administrative expenses are applicable will be fully dis- 
closed so that it is unlikely that any person will be 
misled or confused. 


Sections 27(d), 27(e), 27(f) and Rules 27e-1 and 27f-1 


Under Sections 27(d), 27(e) and 27(f) of the Act, as here 
relevant, the holder of certain periodic payment 
certificates is given respectively (1) the right to 
surrender the certificate at any time within the first 18 
months after its issuance and to receive, in cash, the 
value of his account and an amount equal to that part 
of the excess paid for sales loading which is over 15 
percentum of the gross payments made by the 
certificate holder; (2) the right to be informed in 
writing, in the event that he has missed a certain 
number of payments required to be made pursuant to 
the plan, that he may surrender his certificate and 
receive the aforementioned payments; and (3) the 
right, within forty-five days after the mailing of notice 
of the charges to be deducted from the projected 
payments on the certificate of his right of withdrawal, 
to exercise such right of withdrawal by surrendering 
his certificate and receive the value of his account and 
the difference between the gross payments made and 
the net amount invested. 


Applicants represent that under the terms of the First 
Exchange Right, exchanges would not be permitted 
until after the expiration of the time in which a Plan- 
holder could withdraw and receive a refund under his 
old plan. Applicants contend that while an exchange 
would, in form, involve the issuance of a new plan, in 
substance the exchange would result in a continuation 
of the original plan with a new underlying investment 
medium. Applicants submit that the protection of 
investors and the purposes of Section 27 do not require 
that an exchanging planholder, who no longer has any 
refund or withdrawal rights under his old plan, have 
such rights with respect to his new plan. 


Applicants further request that exemptions be granted 
from the provisions of Rules 27e-1 and 27f-1. Rule 
27e-1 sets forth requirements for notices to be mailed 
to certain purchasers of periodic payment plan 


certificates sold subject to Section 27(d) and Rule 27f-1 
sets forth requirements for the notice of the right of 
withdrawal required to be mailed to periodic payment 
plan certificate holders and exempts from Section 27(f) 
certain periodic payment plan certificates. If 
exemptions from the provisions of Sections 27(d), 
27(e), and 27(f) are granted, Applicants assert that 
exemptions from the provisions of Rules 27e-1 and 
27f-1, would be appropriate since these Rules are 
designed only to implement provisions of these 
Sections. 


Sections 26(a) and 27(c)(2) 


Sections 26(a) and 27(c)(2), as here pertinent, provide 
in substance that a registered unit investment trust and 
any depositor of and underwriter for such trust are pro- 
hibited from selling periodic payment plan certificates 
unless the proceeds of all payments, other than 
amounts deducted for sales load, are deposited with a 
qualified bank as trustee or custodian and held under 
an indenture or agreement containing specified pro- 
visions. Such agreement must provide, in part, that (i) 
the custodian bank shall have possession of all the 
property of the unit investment trust and_ shall 
segregate and hold the same in trust; (ii) the custodian 
bank shall not resign until either the unit investment 
trust has been liquidated or a successor custodian has 
been appointed; (iii) the custodian may collect fees 
from the income, and if necessary, from the corpus of 
the trust for services performed and for reimbursement 
of expenses incurred; and (iv) that no payment to the 
depositor or principal underwriter shal! be allowed the 
custodian bank as an expense, except a fee, not 
exceeding such reasonable amount as the Commission 
may prescribe, as compensation for performing book- 
keeping and other administrative expenses normally 
performed by the custodian. 


Applicants have requested an exemption pursuant to 
Section 6(c) of the Act from Sections 26(a) and 27(c)(2) 
of the Act to allow Bankers Security to be the 
custodian of the assets for Separate Account H; such 
assets will be held in the safekeeping of the Bank o 
Commerce of New York. The portion of the purchase 
payments under the Contracts allocated to Separa’<s 
Account H will be invested in shares of the Fund 
which is available as the underlying investment media 
for the Separate Account. These shares will be issued 
under an open account arrangement without the use of 
stock certificates. Their ownership will be shown on 
the books and records of the underlying Fund and 
Separate Account H. 


Bankers Security is subject to extensive supervision 
and control by the New York Insurance Department 
Such control and supervision, Applicants contend, 
provide assurance against misfeasance and afford the 
essential protection of trusteeship. Under New York 
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law, Bankers Security may not abrogate its obligations 
under the Contracts. 


Under the foregoing circumstances, the Applicants 
contend that the dangers against which Sections 26(a) 
and 27(c)(2) are directed are not present in this 
situation and an exemption therefrom is requested. 


Applicants consent to the exemptions requested from 
Sections 26(a) and 27(c)(2) being made subject to the 
following conditions: (1) that the charges to variable 
annuity contract owners for administrative services 
shall not exceed such reasonable amounts as the 
Commission shall prescribe, jurisdiction being 
reserved for such purpose; and (2) that the payments of 
sums and charges out of the assets of the Separate 
Account shall not be deemed to be exempted from 
regulation by the Commission by reason of the 
requested order, provided that the Applicants’ consent 
to this condition shall not be deemed to be a 
concession to the Commission of authority to regulate 
the payments of sums and charges out of such assets 
other than charges for administrative services, and 
Applicants reserve the right in any proceeding before 
the Commission or in any suit or action in any court to 
assert that the Commission has no authority to regu- 
late the payments of such other sums or charges. 


Section 6(c) of the Act provides, in part, that the 
Commission may, by order upon application, 
conditionally or unconditionally exempt any person, 
security or transaction, or any class or classes of 
persons, securities or transactions, from any provision 
or provisions of the Act or of any rule or regulation 
under the Act, if and to the extent that such exemption 
is necessary, or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
persons may, not later than September 4, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request and the issues of fact or law proposed to 
be controverted, or he may request that he be notified if 
the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address 
stated above. Proof of service (by affidavit or in case of 
an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following September 4, 
1978, unless the Commission thereafter orders a 
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hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8585/July 28, 1978 


S.E.C. v. Bates Manufacturing Company, et al. 
(United States District Court for the District of 
Columbia) 

(Civil Action No. 78-0130) 


The Commission announced that on January 31, 1978, 
the United States District Court for the District of 
Columbia entered Final Judgments of Permanent 
Injunction against Establishment Finas and Establish- 
ment TIT, two entities organized under the laws of the 
Principality and Liechtenstein, enjoining them from 
violating the antifraud and stock ownership reporting 
provisions of the Securities Exchange Act, enjoining 
them from acting as a group for purposes of acquiring, 
holding or disposing of shares of Bates Manufacturing 
Company or Arcs Equities Corporation, requiring them 
to file and deliver reports on Schedule 13D with respect 
to Bates and Arcs securities, enjoining them from 
voting Bates shares, ordering them to jointly and 
severally pay $80,000 into the Registry of the Court for 
distribution by an agent appointed pursuant to Arcs’ 
Undertaking to persons who sold Bates shares to the 
defendants between August 6 and September 4, 1975 
and who file claims which are approved by the agent, 
and ordering Finas and TIT to post bond or deposit 
securities or an irrevocable letter of credit on a 
satisfactory bank with the Registry of the Court 





pending deposit of the $80,000. On April 4, 1978, the 
Court entered a Final Judgment of Permanent 
Injunction with respect to Marcel Gani containing 
substantially the same provisions as are applicable to 
Finas and TIT, with the exception that Gani was 
ordered to pay $23,400 to the Registry of the Court 
simultaneously with the entry of the Final Judgment. 
The Final Judgments were entered by consent without 
the defendants admitting or denying the allegations. 


It was alleged, among other things, that such 
defendants had purchased Bates securities while in 
possession of material non-public information 
concerning a possible tender offer for Bates shares and 
that such defendants had acquired more than five 
percent of Bates’ and Arcs’ outstanding common stock 
without filing required reports. Upon entry of the Final 
Judgments against Finas and TIT, a Temporary 


Restraining Order freezing approximately 90,000 Bates 
shares was dissoived. See Litigation Release No. 8272 
(January 27, 1978). 


On May 19, 1978, the Court, on stipulation of the 
parties, issued an Order directing the agent, Lawrence 
Vogel, Esquire, Greenbaum, Wolff & Ernst, New York 
City, appointed pursuant to the Arcs’ Undertaking, to 
file with the Commission and the defendants an 
affidavit certifying compliance with his mandate to 
review claims of selling Bates shareholders and Arcs 
shareholders who tendered Arcs shares to Arcs and 
directing the Commission and the defendants to file a 
motion, following receipt of such affidavit, seeking 
disbursement of the funds to claimants. 





Litigation Release No. 8486/August 4, 1978 


Securities and Exchange Commission v. Buys- 
MacGregor, MacNaughton, Greenawalt & Co. et al. 
(United States District Court for the District of 
Columbia Civil Action No. 78-1428) 


The Securities and Exchange Commission announced 
the filing of a civil injunctive complaint in the United 
States District Court for the District of Columbia on 
August 2, 1978 against Buys-MacGregor Mac- 
Naughton, Greenawalt & Co., (“Buys-MacGregor”), 
Gregory Dodgson, (“Dodgson”), Lionel Lieberman 
(“Lieberman’’) and Robert J. McAndrews (‘‘Mc- 
Andrews”) alleging violations of Sections 13(d) and 


14(a) of the Securities Exchange Act of 1934 in 
connection with the formation of a group of 
shareholders of Nuclear Data Inc. (“NDI”) and certain 
other activities. The complaint also alleged that 
Lieberman violated Section 203 of the Investment 
Advisors Act of 1940 in connection with this activity as 
an unregistered investment advisor. Buys-MacGregor, 
Dodgson, Lieberman and McAndrews each simul- 
taneously consented to a Final Judgment of Permanent 
Injunction and Other Equitable Relief, restraining and 
enjoining the defendants from further violations. 


The violative activity alleged in the Commission’s 
Complaint concerns acts and transactions of the 
defendants in connection with the securities of NDI 
which are registered with the Commission pursuant to 
Section 12(b) of the Exchange Act and are traded on 
the American Stock Exchange. NDI is a Delaware 
corporation with principal executive offices in 
Schaumberg, Illinois. NDI is engaged in the 
development and manufacture of high technology 
computer and electronics products including radiation 
monitoring devices for nuclear power plants. 


The Commission’s Complaint alleges that as many as 
188 shareholders of NDI representing 25% of the 
outstanding common stock of NDI formed a group in 
May 1978 without making proper filings with the 
Commission as required by Section 13(d) of the 
Exchange Act and the rules and schedules 
promulgated thereunder. Subsequently, representa- 
tives of the group combined to formulate a plan 
seeking changes in the management structure of NDI, 
representation on the Board of Directors of NDI, the 
declaration of a stock dividend, and for other purposes. 


The Commission’s Complaint alleges that in early May 
1978, Dodgson, Lieberman, McAndrews and others 
owning a substantial amount of the outstanding 
common stock of NDI met in Miami, Florida. At that 
meeting, those present found that they were similarly 
optimistic about the potential for NDI’s product lines 
but were dissatisfied with management and the 
operations of NDI. In this regard, those present formed 
a group for the purpose of effecting changes in the 
management and operations of NDI and seeking 
representation of NDI’s Board of Directors. In 
furtherance of this, the group contacted outside 
directors of NDI, attempted to induce NDI’s vice 
president of finance to replace NDI’s president, and 
made additional purchases of NDI common stock in 
the open market. In addition, members of the group 
contacted other shareholders of NDI to induce them to 
join the group and solicited copies of management's 
proxy cards from at least 100 shareholders in 
connection with NDI’s 1978 Annual Shareholders 
meeting. No filings were made by the group prior to 
their proxy solicitation as required by Section 14(a) of 
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the Exchange Act and the rules and regulations 
thereunder. 


The Commission’s complaint also alleges that 
Lieberman had been operating as an unregistered 
investment advisor since early 1977. In this regard, he 
was allowed to make use of the facilities of various 
broker-dealers in the Miami, Florida area and was 
further allowed to place trades in the accounts of 
customers without having a power of attorney or 
written discretionary authority with respect to these 
accounts. For his services, Lieberman would receive a 
percentage of the net realized gain from his customers 
transactions. 


In addition to the entry of the Final Judgments of 
Permanent Injunction against the defendants, certain 
other equitable relief was ordered by the Court and 
undertaken by the defendants. Buys-MacGregor, 
Dodgson, Lieberman and McAndrews undertook to file 
Information Statements on Schedule 13D with the 
Commission with respect to their holdings of NDI and 
thereafter promptly file amendments to Schedule 13D 
reporting any material changes in the facts set forth 
there. In addition, the group has agreed to certain 
supplemental filing requirements involving the filing of 
amendments with the Commission on a monthly basis 
for a period of six months reporting any changes in the 
information set forth in the previously filed Schedule 
13D and will further promptly file amendments 
reporting the cumulative acquisition or disposition of 
10,000 shares or more of NDI common stock. Further, 
Buys-MacGregor and Lieberman undertook to adopt, 
implement, and maintain procedures designed to 
prevent future violations of Section 13(d) and 14(a) of 
the Exchange Act and the Rules and Schedules 
promulgated thereunder. 





LITIGATION RELEASE No. 8487/August 4, 1978 


SEC v. PAT FASHIONS INDUSTRIES, INC. (S.D.N.Y., 
Civil Action No. 78-3508) Judge Stewart 


The Securities and Exchange Commission announced 
that it filed a civil injunctive action in the United States 
District Court for the Southern District of New York 
against Pat Fashions Industries, Inc. (“Pat”), a New 
York corporation engaged in the importation, manu- 
facture and sale at wholesale of wearing apparel, 
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alleging violations of Section 7(d) of the Securities 
Exchange Act of 1934 (“Exchange Act”) and Regulation 
G promulgated thereunder. 


The Commission’s Complaint alleged that since 
January 1976, Pat has unlawfully extended credit to its 
President, Peter Pilotti (‘Pilotti”) for the purpose of 
enabling him to purchase 50,000 shares of Pat common 
stock. Such extension of credit was in excess of the 
maximum credit permitted by Regulation G and that in 
connection with such credit, Pat failed to register as a 
lender with the Board of Governors of the Federal 
Reserve System and obtain a required purpose state- 
ment from Pilotti. 


Simultaneously with the filing of the Complaint, Pat 
consented to the entry of a Final Judgment of 
Permanent Injunction, without admitting or denying 
the allegations, restraining and enjoining it from 
further violations of Section 7(d) of the Exchange Act 
and Regulation G. As part of the relief obtained, Pat 
undertook to adopt, implement and maintain 
procedures designed to prevent a recurrence of trans- 
actions in violation of the margin rules and regulations 
promulgated under the Exchange Act. In addition, Pat 
undertook to assure that its presently outstanding 
extensions of credit to Pilotti fully comply with the 
provisions of Regulation G and to submit a written 
report on such compliance to the Commission within 
thirty days. 





Litigation Release No. 8488/August 4, 1978 


SECURITIES AND EXCHANGE COMMISSION v. 
ROBERT L. VESCO, ET AL., (United States District 
Court, Southern District of New York) Civil Action No. 
72 Civ. 5001 (CES) 


The Securities and Exchange Commission today 
announced the settlement of the Commission’s case in 
the above-action with respect to Edward A. Stoltenberg 
pursuant to a Stipulation and Final Order of Settlement 
signed on July 6, 1978 by Charles E. Stewart, Jr., 
United States District Judge, and entered as a judg- 
ment in this action. As part of the Stipulation and Final 
Order of Settlement approved by the Court, Stoltenberg 
agreed and undertook to comply with Section 10(b) of 
the Securities Exchange Act of 1934, as amended [15 
U.S.C. 78j(b)] and Rule 10b-5 thereunder, [17 C.F.R. 
§240.10b-5] and was ordered by the Court to do so. The 
Order also provides that the Court retains jurisdiction 
to make such orders as may be appropriate to ensure 





compliance with the Stipulation and Final Order of 
Settlement and that the action with respect to Stolten- 
berg has been discontinued and terminated with pre- 
judice. Stoltenberg also undertook that in the event 
that he should practice before the Commission as an 
accountant, at any time within two years from the entry 
of the Stipulation and Final Order of Settlement, that 
he will notify the Commission of his intention to do 
so. The litigation settled by Stoltenberg arose out of 
the activities of |OS and its related mutual funds during 
the years 1970 through 1973 in which Stoltenberg was 
charged, along with others, with violating the anti- 
fraud provisions of the Securities Exchange Act of 
1934. 





Litigation Release No. 8489/August 4, 1978 


U.S. v. MICHAEL W. STRAND (U.S.D.C., Dist. of Utah, 
CR-78-91) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the United States Securities and 
Exchange Commission, and Ronald L. Rencher, United 
States Attorney for the District of Utah, announced the 
return of a three count indictment on July 12, 1978 by a 
Federal Grand Jury in Salt Lake City, Utah against 
Michael William Strand of Bountiful, Utah. Strand was 
charged with one count of securities fraud involving 
the offer and sale of Epoch Corporation common 
stock, one count of unlawfully causing a check to be 
transported in interstate commerce concerning an 
Epoch Corporation stock purchase, knowing the same 
to have been taken by fraud, and one count of 
subscribing to a false federal income tax return for the 
year 1973. 





Litigation Release No. 8490/August 4, 1978 


SEC v. STEPHEN KNEAPLER, ET AL. (S.D. Fla., Civil 
Action No. 77-969-JLK) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office and William Nortman, Associate Regional 
Administrator of the Miami Branch Office of the 
Securities and Exchange Commission, announced that 
on July 18, 1978 the Honorable James Lawrence King, 


Judge, United States District Court for the Southern 
District of Florida, entered a final judgment of 
permanent injunction against Charles Kneapler, the 
remaining defendant in an action filed on March 25, 
1977. The judgment was entered on the consent of the 
defendant Charles Kneapler to the entry of the 
injunction without admitting or denying the allegations 
in the Commission’s Complaint. The judgment enjoins 
Charles Kneapler from further violating and aiding and 
abetting violations of the anti-fraud, and the periodic 
filing and proxy provisions of the Securities Exchange 
Act of 1934 (“Securities Exchange Act”) and rules 
thereunder in connection with the securities of 
Richford Industries, Inc. (“Richford”), or the securities 
of any other issuer. 


Previously, on March 25, 1977, the following 
defendants, S. Kneapler, President and Chairman of 
the Board, and a Director of Richford; Harvey Fein, 
Treasurer, and a Director; Jerome Shishko, President, 
(having succeeded S. Kneapler as President in 1976), 
and a Director; Alberto Gross, Director of Data Pro- 
cessing, and Bruce Flamm, Assistant Controller 
consented without admitting or denying the 
allegations in the Commission’s Complaint, to the 
entry of Judgments of Permanent Injunction 
prohibiting further violations of the anti-fraud, 
reporting and proxy provisions of the Securities 
Exchange Act and the rules thereunder. 


The Commission’s Complaint alleged that for the years 
ending December 31, 1974 and December 31, 1975 the 
defendants engaged in a scheme to increase closing 
inventory, by among other things, altering closing 
inventory tickets. As a result of this activity, Richford’s 
pretax earnings for both years were misstated. 


The Complaint also alleged that certain personal 
expenses incurred by the defendant S. Kneapler in the 
renovation and refurbishing of his personal residence 
were paid for by Richford, and that such expenses were 
improperly reflected on the books and records of 
Richford by the defendants S. Kneapler, C. Kneapler 
and Fein, as expenses incurred for work performed on 
behalf of Richford. 


For further information see Litigation Release No. 
7854. 





Litigation Release No. 8491/August 4, 1978 


UNITED STATES v. ROBERT WINSTON, ET AL. (W.D. 
Pa., Criminal Action No. 77-230) 
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Blair A. Griffith, United States Attorney for the Western 
District of Pennsylvania, Jule B. Greene, Adminis- 
trator, Atlanta Regional Office, and William Nortman, 
Associate Regional Administrator, Miami Branch 
Office of the Securities and Exchange Commission, 
announced that on July 6, 1978, United States District 
Judge Baron P. McCune sentenced Robert Winston to 
fifteen years imprisonment after a jury trial which 
found him guilty of conspiracy to distribute cocaine, 
and interstate transportation and sale of forged and 
stolen securities. 


Winston, president of R. Winston Municipal 
Securities, Inc., Ft. Lauderdale, Florida, was arrested 
on September 8, 1977 by agents of the Federal Bureau 
of Investigation in Pittsburgh, Pennsylvania, and 
charged with interstate transportation of approximately 
$24 million of stolen securities, and with conspiracy to 
distribute cocaine. 





Litigation Release No. 8492/August 4, 1978 


S.E.C. v. JOHN A. MCGUIRE, ET AL. 78 Civil 3169 
(CLB) (U.S.D.C., S.D.N.Y.) 


Wiliam D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 
Commission announced that on July 27, 1978, the 
Honorable Charles L. Brieant, United States District 
Judge signed an Order of Preliminary Injunction as to 
Defendants John A. McGuire, John A. McGuire d/b/a 
Webb Oil Co., Webb Oil Co. and Norris R. McGuire 
a/k/a Norris R. King. The Order enjoins the 
defendants, pending trial of this action, from further 
violations of the registration and anti-fraud provisions 
of the securities laws and from dissipating, trans- 
ferring or concealing their assets, property, books and 
records. 


The Court reserved decision on the Commission’s 
motion for the appointment of a temporary federal 
receiver pending further actions by the temporary co- 
receivers appointed in state court in Pennsylvania or 
the appointment of a receiver or trustee in bankruptcy. 


The Commission’s Motion for a Preliminary Injunction 
and other relief was brought on by Order to Show 
Cause on July 20, 1978, at which time the Court issued 
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a Temporary Restraining Order. The Complaint in this 
action was filed on July 13, 1978 seeking injunctive 
relief and alleged that the defendants had engaged ina 
large-scale distribution of unregistered oil interests to 
over 250 investors representing investments in excess 
of $2,000,000. 





Litigation Release No. 8493/August 4, 1978 


SECURITIES AND EXCHANGE COMMISSION v. 
RALPH M. PARSONS COMPANY AND THE PARSONS 
CORPORATION, (United States District Court for the 
District of Columbia) Civil Action No. 78-1460 


The Securities and Exchange Commission today 
announced that on August 4, 1978, it filed a Complaint 
for permanent injunction and other equitable relief in 
the United States District Court for the District of 
Columbia against Ralph M. Parsons Company 
(“Parsons”) of Pasadena, California. The Parsons 
Corporation (‘‘Holding Company’), a recently 
organized Delaware Corporation, and RMP _Inter- 
national, Ltd. (‘International’), a Cayman Islands 
Corporation, alleging violations of the proxy and 
reporting provisions of the federal securities laws. 


The Complaint alleged that disclosures by defendants 
Parsons and Holding Company of their relationship 
with, and the activities of, a foreign national in 
connection with a $400 million plus total cost project in 
a Middle East nation, for which Parsons was the prime 
contractor, were false, misleading and contained 
omissions of material facts. 


The Commission also alleged that in furtherance of a 
plan to generate $300,000 to be paid to an unnamed 
third person in the foreign country, who had allegedly 
demanded the payment, a $4 million prepayment was 
made by the ultimate customer with the approval of the 
procurement officer in charge of the project for the 
foreign government which prepayment by the subcon- 
tractor generated sufficient interest to permit the 
$300,000 to be paid. 


The Complaint further alleged that Parsons failed to 
disclose illegal payments made to union officials in 
September 1972 in connection with a construction 
project in the State of New Jersey, that over a five year 
period such payments may have aggregated $50,000 





and that they were recorded in Parsons books and 
records as “employee welfare expenses”. 


Further, the Complaint alleged, Parsons made $5,000 
in cash payments in connection with elections of the 
State of Hawaii which were recorded in its books and 
records as “professional services”. 


The Complaint also alleged that a presently employed 
official of a Parsons subsidiary, who refused to testify 
regarding the matter during the Commission’s investi- 
gation upon advice of his personal counsel, requested 
payment by checks of $155,800 to a payee whose name 
was fictitious, provided to Parson’s auditors fictitious 
vouchers for such payment and for which payment 
Parsons does not have any reliable documentation 
reflecting the purpose of the payment or the services, if 
any, performed by the recipient. 


On August 4, 1978, a Final Judgment of Permanent 
Injunction was issued against Ralph M. Parsons 
Company, The Parsons Corporation and RMP 
International, Ltd., enjoining them from violating the 
reporting and proxy provisions of the federal securities 
laws and requiring them to establish and maintain a 
system of internal controls and a system for 
accounting for transactions and dispositions of 
corporate assets and funds and to ensure that the 
Foreign Corrupt Practices Act is complied with and 
that any violations of the Foreign Corrupt Practices Act 
are reported promptly to the companies’ respective 
audit committees. Further, the audit committees of 
each defendant, pursuant to the defendants’ under- 
takings, are required to review annual payments to 
foreign consultants, agents or sales representatives, 
payments to foreign trade associations, cash 
payments or transfers to foreign subsidiaries, signifi- 
cant rebates, sudden write-offs of loans or prepay- 
ments of contracts. 


In addition, the Final Judgment requires that Parsons 
file a report with the Commission on Form 8-K 
promptly upon issuance of the Final Judgment, which 
report will contain further information as to the foreign 
payments referred to in paragraph 17 of the Complaint, 
will disclose these proceedings and will include as 
exhibits thereto the Commission’s Complaint, the 
related consents and undertakings of the defendants 
and the Final Judgment. Further, in accordance with 
the Final Judgment, at the time the said Form 8-K 
report is filed, Holding Company will immediately file 
with the Commission an amendment to its pending 
registration statement on Form S-14 which shall 
describe in detail the transactions referred to in the 
Complaint and such description shall be filed as an 
exhibit to the Form 8-K report. Pursuant to Section 
15(d) of the Exchange Act, International will be a co- 
registrant and will thereafter be required to comply 


with, among others, the reporting and proxy provisions 
of the federal securities laws. The defendants 
consented to all the foregoing without admitting or 
denying the allegations contained in the Commission’s 
Complaint. 





Litigation Release No. 8494/August 4, 1978 


SEC v. DIMENSIONAL ENTERTAINMENT CORP. ET 
AL., 77 Civ. 5290 (CHT) 


The New York Regional Office announced that on July 
18, 1978, the Honorable Charles H. Tenney of the 
United States District Court for the Southern District of 
New York signed a final judgment of permanent 
injunction against Margolis & Co., Inc. (“Margolis”), a 
former Minneapolis, Minnesota broker-dealer. The 
judgment enjoins Margolis from further violations of 
Sections 5 and 17(a) of the Securities Act of 1933, 
Sections 10(b) and 15c(2) of the Securities Exchange 
Act of 1934, and Rules 10b-5, 10b-6 and 15c2-11 there- 
under. 


The complaint, which was filed on October 31, 1977, 
alleges that Margolis and fourteen other defendants 
participated in an illegal public distribution of, and a 
manipulation of the trading market for, the common 
stock of Dimensional Entertainment Corporation (See 
Litigation Release No. 8198). Margolis consented to 
the entry of the injunction without admitting or 
denying the allegations of the Commission’s 
complaint. 





Litigation Release No. 8495/August 4, 1978 


UNITED STATES v. HAROLD V. GLEASON, ET AL. 78 
Crim. 522 (S.D.N.Y.) 


William M. Tendy, Chief Assistant U.S. Attorney for 
the Southern District of New York, and William D. 
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Moran, Regional Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced the return of a 15 count 
indictment on July 13, 1978 against Harold V. Gleason, 
Paul Luftig, and J. Michael Carter, former officers and 
directors of Franklin National Bank (“FNB”) and 
Franklin New York Corporation (“FNYC”). The indict- 
ment charges all three defendants with conspiracy to 
falsify the records of FNB and its holding company, 
FNYC, conspiracy to submit false financial statements 
to Manufacturers Hanover Trust Company, and 
conspiracy to violate the federal securities laws in 
connection with the purchase and sale of common and 
preferred shares at FNYC. The indictment further 
charges Gleason, Luftig, and Carter with two counts of 
submitting false financial statements. In addition, 
Luftig has been charged with one count of giving false 
testimony to the grand jury. 


Named as unindicted co-conspirators were Michele 
Sindona, former director and shareholder of FNYC, 
Carlo Bordoni, former director of FNYC, Howard D. 
Crosse, former officer and director of FNYC and FNB, 
and Peter R Shaddick, former officer and director of 
FNB and FNYC. In August, 1975, Bordoni, Shaddick, 
and six others were indicted in connection with the 
failure of FNB. Shaddick pleaded guilty and awaits 
sentencing; Bordoni awaits trial. See U.S. v. Carlo 
Bordoni, et al., 75 Cr. 948 (SDNY). On June 21, 1977, 
Crosse pleaded guilty to an information charging him 
with falsifying records of FNB. He also has not been 
sentenced as yet. See U.S. v. Howard D. Crosse, 77 Cr. 
469. 


Specifically, the indictment charges all three 
defendants with making false entries in the books of 
FNB and FNYC (1) to conceal losses in excess of 
$5,000,000 by falsely valuing the FNB’s bond trading 
account and (2) to show fictitious profits in foreign 
exchange operations of FNB of approximately 
$2,000,000 by entering into false foreign exchang« 
contracts with Amincor Bank, Zurich, Switzerland, and 
Banca Unione, Milan, Italy. The indictment also 
charges the three defendants with filing false financial 
statements with Manufacturers. Hanover Trust 
Company for the purpose of influencing that bank with 
respect to a $35,000,000 loan. In addition, all three 
defendants have been charged with securities fraud in 
contravention of Rule 10b-5 under the Securities 
Exchange Act of 1934. 


On October 17, 1974, the Commission filed a related 
civil injunctive action entitled SEC v. Harold V. 
Gleason, et al., 74 Civ. 4557 (DBB). (See Litigation 
Release 6551). Of the ten defendants originally named 
in this action, only Sindona, Gleason, and Luftig 
remain as active litigants. 
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Litigation Release No. 8496/August 9, 1978 


SEC v. ARNOLD & CO., INC., ET AL. (Civil Action No. 
78-1613 (D.N.J.) 


William D. Moran, Regional Administrator of the New 
York Regional Office, announced that on July 18, 1978, 
the Securities and Exchange Commission (“Com- 
mission”), filed an action in the United States District 
Court for the District of New Jersey seeking: 


(1) a temporary restraining order (“TRO”) and 
permanent injunctions restraining and enjoining 
Arnold & Co., Inc. (“Registrant”), a registered broker- 
dealer, from violating, and Richard J. Arnold, (“R. 
Arnold”), its president, and Jean Godley Arnold, (“J. 
Arnold”), its secretary, from aiding and abetting vio- 
lations of, Sections 15(c)(3) and 17(a) of the Securities 
Exchange Act of 1934, and Rules 15c3-1 (net capital), 
17a-3 (bookkeeping), and 17a-11 (supplemental 
reporting) thereunder; 


{2) the appointment of a temporary receiver for Regis- 
trant; and 


(3) a freeze on Registrant’s assets and the assets of 
R. Arnold and J. Arnold (except for ordinary living 
expenses). 


Prior to the filing of the Commission’s complaint, the 
Prosecutor of Somerset County, New Jersey, had 
arrested R. Arnold on charges of embezzling funds 
from J-M Employees Federal Credit Union (“J-M”); R. 
Arnold was arraigned on July 13, 1978 before 
Somerville Municipal Court Judge William T. Kelleher 
and released on bail on July 18, 1978. 


The Commission’s application alleged that Registrant 
had a net sapital deficiency of $2,641,006 arising from 
Regist~ .’s transactions with J-M. 


On July 18, 1978, the Honorable George H. Barlow, 
U.S. District Judge, issued a TRO, which included a 
freeze on the assets of Registrant, R. Arnold and J. 
Arnold, pursuant to the Commission’s application. A 
hearing was scheduled for July 25, 1978 on the 
Commission’s application for a preliminary injunction. 





Litigation Release No. 8497/August 9, 1978 


U.S. v. STANLEY T. KIESPERT, ET AL. (U.S.D.C., 
Dist. of Nebraska, CR-78-034) 


~ 





Edward G. Warin, United States Attorney for the 
District of Nebraska, and Robert H. Davenport, 
Administrator of the Denver Regional Office of the 
United States Securities and Exchange Commission, 
announced that on June 26, 1978 the Honorable Robert 
V. Denney, United States District Judge for the District 
of Nebraska, sentenced Joseph A. LaBarber of 
Pomona, California to three years imprisonment, 
suspended the execution of sentence of imprisonment 
and placed the defendant on probation for a period of 
three years for his conduct in violation of Section 17(a) 
of the Securities Act of 1933, as amended. On June 26, 
1978 LaBarber entered a plea of guilty to a criminal 
indictment charging him, among others, with 
violations of the antifraud provisions of the Securities 
Act of 1933, as amended. LaBarber pled guilty to 
executing schemes to defraud investors through the 
use of interstate highways in connection with the offer 
and sale of the securities of, and other interests in, 
Technical Poultry Processing Equipment, Inc. (TPPE), 
a Colorado corporation. The TPPE securities included 
promissory notes, evidences of indebtedness, 
investment contracts, and common stock of TPPE. 
LaBarber was indicted on April 12, 1978 by a federal 
grand jury in Omaha, Nebraska. 


For further information see Litigation Release Nos. 
6632, 6667 and 8386. 





Litigation Release No. 8498/August 9, 1978 


S.E.C. v. SECURITY INTERNATIONAL CORPOR- 
ATION, ET AL. (U.S.D.C., Dist. of North Dakota, Civil 
Action No. A77-3063) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on July 17, 1978 the 
Honorable Paul Benson, Chief Judge of the United 
States District Court for the District of North Dakota, 
signed a final order of permanent injunction against 
Security International Corporation (SIC), David B. 
Johnson (Johnson), Investment Brokerage Corporation 
(IBC), Lester P. Ladbury (Ladbury), Dairyman Publi- 
cations, Inc. (Dairyman), of Fargo, North Dakota and 
Ellis Davidson (Davidson) of Moorehead, Minnesota. 
The judgment enjoins SIC, Johnson, IBC, Ladbury, 
Dairyman and Davidson from violating Sections 10(b), 
12, 13, 14 and 16 of the Securities Exchange Act of 
1934, as amended, and Rules 10b-5 and 10b-13 there- 
under. The complaint filed in the action on November 


22, 1977, alleges that SIC, Johnson, IBC, Ladbury, 
Dairyman and Davidson engaged in conduct in 
violation of the tender offer, antifraud and reporting 
provisions of the Securities Exchange Act of 1934, as 
amended. SIC, Johnson, IBC, Ladbury, Dairyman and 
Davidson consented to the entry of the injunction 
without admitting or denying the allegations of the 
Commission’s complaint. The order or permanent 
injunction, in substance, enjoins these documents 
from, among other things, directly or indirectly: 


1. making any statements or causing to be made any 
statement in any application, report or document to be 
filed with the Commission which, among other things, 
is false or misleading; 


2. failing to file or causing the failure to file timely 
applications, reports or documents required to be filed 
under the Securities Exchange Act of 1934; 


3. making any arrangements to purchase or 
purchasing, directly or indirectly, securities of SIC 
during the pendency of acash tender offer or exchange 
offer otherwise than through such tender offer or 
exchange offer; and 


4. in connection with the offer for sale, sale, offer to 
purchase, or purchase of the securities of SIC, to 
obtain money or properties by means of any untrue 
statements of material facts, or any omissions to state 
material facts necessary to make the statements made 
not misleading. 


Further, the Order requires defendants SIC, Johnson, 
and IBC to file with the Commission material 
correcting the statements of material facts which in 
their respective previous filings with the Commission 
were either (1) misrepresented or (2) misleading by 
omitting to state matters necessary to be stat7d in 
order to make the statements made, in the light of the 
circumstances under which they were made, not mis- 
leading. 


In an Order dated June 30, 1978 Judge Benson granted 
the motion of the defendant David S. Kane of Fargo, 
North Dakota for a summary judgment and dismissed 
the action against him. 


Further, after hearing arguments on July 17, 1978, 
Judge Benson denied the Securities and Exchange 
Commission’s motion for summary judgment against 
Gorman King of Fargo, North Dakota and took under 
advisement the Commission’s motion for a preliminary 
injunction as to the defendant King. 
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For further information see Litigation Release No. 
8206. 





Litigation Release No. 8499/August 9, 1978 


SEC v. ARNOLD & CO., INC., ET AT. Civil Action File 
No. 78-1613 (D.N.J. 1978) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced that on July 31, 1978, the 
Honorable George H. Barlow of the United States 
District Court for the District of New Jersey signed 
signed a final judgment of permanent injunction 
enjoining Arnold & Co., Inc. (“Registrant”) and Richard 
J. Arnold (“Arnold”) from violations of Sections 15(c) 
and 17(a) of the Securities Exchange Act of 1934 and 
Rules 15c3-1 (net capital), 17a-3 (bookkeeping), and 
17a-11 (supplemental reporting rule) thereunder. 
Registrant and Arnold consented to the entry of the 
final judgment without admitting or denying the alle- 
gations in the Commission’s complaint which was filed 
on July 18, 1978. 


On July 31, 1978 Judge Barlow also appointed Joseph 
Markowitz, Esq. of Lawrenceville, New Jersey as 
temporary receiver of Registrant. Registrant and 
Arnold consented to the appointment of the temporary 
receiver without admitting or denying the allegations in 
the Commission’s complaint. 


Prior to the filing of the Commission’s complaint, the 
Prosecutor of Somerset County, New Jersey, had 
arrested Arnold on charges of embezzling funds from a 
customer of Registrant, J-M Employees Federal Credit 
Union (“J-M”); Arnold was arraigned on July 13, 1978 
and bail was set at $1,000,000. On July 18, 1978 Arnold 
was released on bail after posting $100,000 in cash. 
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The Commission’s application for an appointment of a 
temporary receiver and a judgment of permanent 
injunction alleged that Registrant transacted business 
in violation of thé net capital rule when it had a net 
capital deficiency of $2,641,006 and Registrant faiied 
to reflect all its liabilities arising from its transactions 
with J-M on its books and records as required by the 
bookkeeping rule. 


For further information see Litigation Release No. 





Litigation Release No. 8500/August 9, 1978 


S.E.C. v. PENN CENTRAL CO., ET AL. Civ. Action No. 
74-1125 


On July 21, 1978, Chief Judge Joseph S. Lord Ill of the 
U.S. District Court for the Eastern District of Pennsyl- 
vania entered an Order and Stipulation with respect to 
defendant William Ray in S.£.C. v. Penn Central. The 
Order and Stipulation was entered by consent and 
without admission or denial by the defendant of the 
allegations in the Commission’s Complaint. 


Defendant Ray was ordered not to engage in fraudulent 
conduct in connection with the securities of Penn 
Central Co. or related issuers and Ray stipulated that 
he will not become a director, officer, employee, 
consultant or otherwise associated with the companies 
in the Penn Central complex of companies and that 
upon hereafter becoming a director of any public 
company subject to the securities laws will set forth in 
writing the manner and method by which he will dis- 
charge his responsibilities under the federal securities 
laws of his position and submit such document to the 
general counsel of the company. 








Litigation Release No. 8501/August 9, 1978 


SEC v. ROGER T. SHEFTEL, ET AL. 
E.D.Pa., Civil Action No. 78-2647) 


(U.S.D.C. 


Paul F. Leonard, Administrator of the Washington 
Regional Office of the Securities and Exchange 
Commission, announced that on August 4, 1978, the 
Commission filed a Complaint for a Permanent 
Injunction and other equitable relief naming Roger T. 
Sheftel of Rosemont, Pennsylvania, and Trivest 
Incorporated, of Philadelphia, Pennsylvania, as 
defendants. The action seeks to enjoin the defendants 
from further violations of the antifraud provisions of 
the Securities Act of 1933 and the Securities Exchange 
Act of 1934 in connection with the offer and sale of 
limited partnership interests and any other securities. 


The complaint alleges that Sheftel and Trivest, in 
connection with the offer and sale of limited partner- 
ship interests in the following limited partnerships: 
Bellview Associates, Ltd., Marian Associates, Ltd 
Braewood Associates, Ltd., Westchester Pike 
Associates, Ltd., Timberfalls Associates, Ltd., Troy 
Associates, Ltd., Ashton Associates, Ltd., and 
Oaktree Associates, Ltd., made untrue statements of 
material facts and omitted to state material facts 
necessary to make the statements made not mis- 
leading, engaged in devices, schemes, and artifices to 
defraud, and engaged in acts, practices and courses of 
business which operate as a fraud and deceit. More 
specifically, the complaint alleges that Sheftel, the 
general partner of the partnerships, and Trivest, Inc., 
the manager of the partnership properties, commingled 
the funds of the various partnerships, disbursed funds 
of the partnerships for Sheftel’s own personal benefit 
and the benefit of Trivest, Inc., and kept false books 
and records for the partnerships. 


The Commission's action also requests the court to 
order an accounting to determine how much money 
and other assets clefendants received from the various 
partnerships they were associated with, and requests 
disgorgement by defendants of all funds which they 
may have fraudulently obtained from the partnerships. 


Simultaneously with the filing of the action, the 
defendants, without admitting or denying the 
allegations of the complaint, consented to preliminary 
injunctions against violations of anti-fraud provisions 
of the federal securities laws. 


On August 7, 1978, the orders of preliminary injunction 
were signed by the Honorable Joseph S. Lord. 





Litigation Release No. 8502/August 10, 1978 


SECURITIES AND EXCHANGE COMMISSION v. 
HOWARD ASSOCIATES, ET AL. (United States District 
Court for the Southern District of New York, Civil 
Action No. 78-3685) 


The Securities and Exchange Commission today 
announced the filing of a complaint in the United 
States District Court for the Southern District of New 
York against Howard Associates and Marc Howard 
alleging violations of the anti-fraud and anti- 
manipulative provisions of the Securities Exchange Act 
of 1934. Howard Associates, with its offices at 63 Wall 
Street, New York, New York, is a hedge fund with one 
general partner and about 50 limited partners. Marc 
Howard is the general partner and manager of Howard 
Associates. The Commission is seeking injunctive 
relief as well as an accounting and disgorgement of 
profits derived by the defendants from the alleged 
violative activities. 


In its complaint, the Commission alleged that from on 
or about March 6, 1975 to the present, Marc Howard 
and Howard Associates, after acquiring substantial 
long positions in various securities for the account of 
Howard Associates, manipulated the markets for those 
securities on certain specified dates by, among other. 
things, entering orders for and purchasing additional 
amounts of those securities in a manner which caused 
the market price to rise and be maintained at artificially 
high levels. While the markets for those securities 
reflected the alleged manipulative activities, Marc 
Howard and Howard Associates sold substantial 
amounts of Howard Associates’ long positions in 
those securities. Moreover, the complaint alleged that 
Marc Howard and Howard Associates failed to disclose 
the full facts and circumstances surrounding the 
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alleged manipulative activities. The complaint included 
allegations of manipulative activities, and the alleged 
dates thereof with respect to the common stock of nine 
identified issuers, all listed on the New York Stock 
Exchange or the American Stock Exchange, as well as 
securities of certain other issuers. 


The nine identified issuers were: Benquet Consoli- 
dated, Inc.; Cluett, Peabody and Company; Columbia 
Pictures Industries, Inc.; De Soto, Inc.; Host Inter- 
national, Inc.; Lafayette Radio Electronics Corpor- 
ation, Pan American World Airways, Inc.; Seaboard 
World Airlines, Inc.; and Transco Companies, Inc. 
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